


es 


we 





The SOUTHERN 


ECONOMIC JOURNAL 








Volume VIII OCTOBER, 1941 Number 2 
CONTENTS 
Some Effects of Changes in the Age Composition of the Labor 
Force Joseph J. Spengler 157 


Minimum Wage Regulation in the Seamless Hosiery Industry 
H. M. Douty 176 
The Possibility of Maintaining a Positive Rate of Physical 


Production Growth P. G. Hudson 191 
Economic Factors in the Development of Canadian-American 
Trade Vera Reynolds Kilduff 201 


Government Price Fixing in Italy, 1922-1940 Roman F. Pitt 218 


Book Reviews 
By H. S. Person, Frank H. Hankins, Howard W. Odum, James W. Martin, Roy 
L. Garis, A. G. Griffin, Karl E. Ashburn, Tipton R. Snavely, L. Owens Rea, 
Roscoe Arant, Addison T. Cutler, Ervin K. Zingler, Charles P. Anson, C. H. 
Knight, C. B. Schulenberger, Charles E. Landon, Harvey Lebrun, E. H. Anderson 


State Reports 
By H. H. Chapman, John B. McFerrin, Albert Griffin, Rodman Sullivan, B. U. 
Ratchford, G. H. Aull, Addison T. Cutler, George T. Starnes 


Personnel Notes 276 
Notes 285 
Books Received 288 








A JOINT PUBLICATION OF THE SOUTHERN ECONOMIC ASSOCIATION 
AND THE UNIVERSITY OF NORTH CAROLINA 


Published Quarterly at Chapel Hill, N. C. 


Copyright, 1941, by the Southern Economic Association 








Volume VIII, Number 3 October, 1941 
Th SOUTHERN ECONOMIC JOURNAL 


A JOINT PUBLICATION OF THE SOUTHERN ECONOMIC ASSOCIATION 
AND THE UNIVERSITY OF NORTH CAROLINA 


Published Quarterly at Chapel Hill, N.C. 





BOARD OF EDITORS 


T. C. BicHam M. C. Leacer 
University of Florida North Carolina State College, 
SS Meee University of North Carolina 
The Woman's College, H. L. McCracken 
University of North Carolina Louisiana State University 
H. D. Wotr E. Z. PatMerR 
University of North Carolina University of Kentucky 


MANAGING EDITOR 


G. T. SchwENNING 
University of North Carolina 


ASSOCIATE MANAGING EDITOR 


H. D. Bucnanan 
University of North Carolina 


CORRESPONDENTS 
Alabama—H. H. Cuapman Mississippi—M. K. Horne, Jr. 
Florida—Joun B. McFerrin North Carolina—B. U. Ratcurorp 
Georgia—A.sert GRIFFIN South Carolina—G. H. Autti 
Kentucky—RopMan SuLLIVAN Tennessee—Appison T. CurLer 
Louisiana—S. A. CaLDwELL Virginia—Grorcer T. Starnes 





The Southern Economic Journal is published four times a year, in January, 
April, July, and October, at Chapel Hill, N. C. The subscription price is 
$3.00 per year, $1.00 for single copies, and 75 cents each for back numbers 
prior to Vol. II, No. 3. A special rate of $2.00 is granted to members of 


the Southern Economic Association. 


All communications should be addressed to the Managing Editors, P. O. 


Box 389, Chapel Hill, N. C. 


The articles in this Journal are indexed in The International Index to Peri- 


odicals, New York, N. Y. 





Entered as second-class matter May 11, 1936, at the Post Office at Chapel Hill, North Carolina, 


under the act of March 3, 1879, section 520, P. L. & R. 


Printed by the Waverly Press, Inc., Baltimore, U. S. A. 





INCORRECT ISSUE NUMBER, SHOULD 


READ ISSUE 2 





X 








Votume VIII NuMBER II 


Th SOUTHERN ECONOMIC JOURNAL 
October, 1941 


SOME EFFECTS OF CHANGES IN THE AGE 
COMPOSITION OF THE LABOR FORCE 


JOSEPH J. SPENGLER 
Duke University 


While some attention has been given by social scientists to the 
possible effects of such changes in the age composition of the 
whole population as will be precipitated by a continuation of the 
decline in fertility and net reproduction, none has been devoted to 
the possible economic consequences of a marked alteration of the 
age composition of the population of working age (say 20-64, or 
20-69, or 18-65).! These possible consequences, and the means 
whereby they may be prevented or counterbalanced, will be 
examined in this paper. In Section I :he media through which 
changes in the age composition of the working population may 
influence the level of employment and income are distinguished. 
In Section II prospective changes in age composition are summa- 
rized. In subsequent sections the consequences of these age 
changes are analyzed in terms of Section I, and means whereby 
these consequences may be mitigated are considered. 


I 


The available evidence indicates that fertility and net reproduc- 
tion in the United States will continue to decline for some time to 


1 By population of working age, ot working population, as it will hereafter be denominated, is 
meant the entire population employed in either an entrepreneurial or a nonentrepreneurial 
capacity in either a public or a private employment; it corresponds to the census concept of 
‘labor force’’ which includes all persons who are engaged in gainful public and private em- 
ployments and in emergency public employments (¢.g., W.P.A.; C.C.C.; etc.), or who are 
in search of employment. 


1$7 
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come, and that in consequence the rate of American population 
growth will fall to and perhaps below zero in 2-4 decades. Pre- 
1939 data indicated that the English population would begin to 
decline even sooner than the American. Given such a long- 
continued decline in the rate of population growth, four types of 
economic change will tend to occur, each of which is directly or 
indirectly sensitive to modifications of the age composition of the 
working population, and each of which may occasion an intensifica- 
tion either of unemployment, or of the extent to which workers are 
maldistributed among occupations and industries, or of both.? 
These types of change will pe examined in order. 

(A) As the rate of population growth falls, the relative amount 
of interoccupational and interregional transference of labor neces- 
sary to maintain overall employment at a stipulated level, and to 
insure an optimal distribution of workers among occupations, 
tends to increase.* For example, the decline in the rate of popu- 
tion growth may be accompanied by a relatively greater 
diminution in the demand for the products and services of some 
occupations or industries (e.g., those supplying the demands of 
youth, or those providing primary products) than in the demand 
for goods and services in general; or it may be accompanied by a 
relatively greater fall in the use of the products of some regions than 
in the use of products of other regions. Again, if an increase in per 
capita real income is temporarily occasioned by changes in age 
composition associated with a decline in the rate of population 
growth, a larger proportion of consumer outlays may be expended 
for durable and fashion goods, the demand for which is relatively 
less stable than the demand for goods in general. 


2 A change in the age composition of the whole population need not give rise to a decline in 
per capita real income so long as the ratio of persons of productive age (say 20-64) to persons 
of unproductive age (say under 20 and over 64) does not fall. In the absence of heavy losses 
(occasioned by war) in the population of military age, the percentage of the whole American 
population in the age group 20-64 is not likely to fall below the 1930 level for four decades; 
whence it may be inferred that changes in the age composition of the whole population will 
Not per se act as a depressant of per capita income until after 1980. 

5 To illustrate: If, with a constant working population of 100 units, changes in conditions 
of supply and demand make it necessary for 5 units to transfer from some occupations to others; 
and if, in a declining working population temporarily numbering go units, 6 units must 
transfer; then necessary transference is one-third greater in the latter than in the former 
situation. 





— 
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(B) As the rate of population growth falls, and the age composi- 
tion of the working population is modified accordingly, the 
obstacles interposed in the way both of interoccupational and 
interregional transferences of labor, and of the expansion of certain 
employments, tend to increase in number and magnitude. Realiza- 
tion of the tranferences described under (A) as necessary thus 
tends to be rendered more difficult.‘ 

(C) The decisions whereon depend the economic and the 
economico-political policies of a nation, and the rules to which 
the formulation of these decisions is made to conform, are sub- 
stantially the product of the small number of strategically situated 
persons in whose hands the bulk of economic and political power 
happens to be concentrated. Any decided change in the qualita- 
tive composition of the power-holding minority will tend to result 
in corresponding changes in the character of the decisions made by 
this minority.’ A change in the age composition of the ruling 
class would constitute such a qualitative change. Accordingly, 
since an increase in the average age of the working population is 
likely to be accompanied by an increase in the average age of the 
ruling class, and therefore by an unobtrusive increase in the amount 
of power held by persons in and beyond the fifties, it is to be 
anticipated that a change in the age composition of the working 
population will be accompanied by a change in the character of 


4 Since (A) and (B) are intimately related, and may in theory change in either the same 
direction or in opposite directions, the net effect of concomitant changes in (A) and (B) may 
be expressed as a change in (A) x (B);—i.e., if changes in (A) and (B) are expressed in terms 
of indices, Ia and IB, net change may be expressed IA x Ip = IAB. 

5 The importance of the composition and role of the minority in whose hands political 
and economic power is concentrated is commonly overlooked in economic analysis. It 
apparently is assumed that all change is of the tortoise-like type presupposed in Sumner’s 
theory of folkways and mores, and that a change in the composition of the economic and 
political ruling class can exert little influence upon the course of events. Actually, a change 
in the composition of the ruling class can quickly bring about change in the purposes, methods, 
and organization of an economic, or political, or politico-economic structure. The individual 
component of the underlying mass is almost invariably disposed to submit, and this disposition 
is strengthened, as Timasheff shows (““The Power Phenomenon,’’ American Sociological Review, 
III, 1938, pp. 507-09), by the individual's inference that other individual components are 
likewise disposed to submit. Wherefore the power-holding minority not only is relatively 
free to act, but can even act in a manner suited to alter and re-orient, in a comparatively short 
period of time, many of the folkways and mores of the underlying masses; or it can cease acting 
and thereby occasion changes in general purposes, methods, and organization, and give greater 
play temporarily at least to underlying folkways and mores. 
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fundamental economic and politico-economic decisions and de- 
cision-making. 

(D) A continued decline in the rate of population growth will 
cause the demand for labor in general to fall more rapidly than the 
supply of labor in general, provided that the decline in the rate of 
population growth: (i) intensifies and lengthens the downward 
swings in economic activity at the expense of the upward swings; 
or (ii) causes investment to remain at too low a level to permit 
full employment of both the existing labor force and such incre- 
ments of new labor as become available. The extent to which 
circumstances (i) and (ii) will rule is conditioned, ceteris paribus, 
by changes in the age of the working population; for both the 
movement of economic activity and the circumstances regulating 
the flow of investment® are sensitive to the mobility of labor 
[see (B) above] and to the public and private policies put into 
effect by the power-holding decision makers [see (C) above]. 


Il 


Should fertility and net reproduction remain at or fall below 
present low levels, the age composition of populations such as 
the American and the English will change appreciably during the 
next 40-50 yeats.? The absolute numbers in the age groups under 
20 will diminish; the absolute numbers in the higher age groups 
will increase, the rate of increase varying with the height of the 
age bracket (Table IT). The ratio of males aged 20-39 to males 


6 Among the circumstances which may be related, on the one hand, to the rate of popula- 
tion growth, and on the other hand, to the level of investment or to the level of economic 
activity, are: the rate of innovation; the rate at which fixed capital is required; the disposition 
of the population (which may consist in greater or in lesser measure of parents and others in- 
terested in the future of youth) to make outlays for future generations. For fuller accounts 
of the relation of population growth to investment and the level of economic activity see W. 
B. Reddaway, The Economics of a Declining Population; A. R. Sweezy, ‘Population Growth and 
Investment Opportunity,"’ Quarterly Journal of Economics, LV, 1940, pp. 64-79; A. H. Hansen, 
Full Recovery or Stagnation; and ‘‘Progress and Declining Population,’’ American Economic Review, 
XXIX, 1939, pp. 1-15; A. Lich, Bevilkerungswellen und Wechsellagen, Jena, 1936. 

7 The American figures here given presuppose low fertility, medium mortality, and no net 
migration; they are taken from National Resources Committee, Population Statistics.1.National 
Data, Washington, 1937, Tables 1, 4. The English data are from E. Charles’ estimates, 
Royal Economic Society Memorandum No. 55, Dec., 1935. Although the tables do not allow 
for war losses, they do reveal the general character of coming changes in age composition. 
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aged 50-64 will fall, in the United States, from 2.59:1 in 1930 to 
1.18:1 in 1980. The ratio of males aged 20-39 to males aged 50-69 
will fall, in England, from 1.77:1 in 1935 to between 0.43:1 and 
I.01:1 iM 1990. 

In Table II the age composition of the American male population 
as of 1930 is compared with that which will prevail in 1980. The 
proportion aged 50-64 will increase about 64 per cent whilst the 
































TABLE I 
Prospective Increase tN Mate Popuration, sy Acs Crass, in THE Unirep Srarzs, 
1930-1980 
MA.E POPULATION 
AGE CLASS _ ma 
1930 1980 
o-19 24,413 14,326 41.3 
20-29 10,205 8,473 —16.7 
30-44 13,390 14,122 +5-5 
45-54 6, 809 10, 166 +49.3 
55-64 4,371 9,790 +124. 
65-74 2,411 6,819 +182.8 
75 and over 916 3,536 +286.0 
All ages 62,515 67,232 +7.-5 
TABLE II 
Acs Composition or AMERICAN Matz PoputartIon, 20-64, 1930-80 
AGE GROUP 1930 1980 RATIO 1980 TO 1930 
20-29 29-35 19.91 0.68 
30-39 26.60 21.94 0.83 
40-49 22.42 22.82 1.02 
50-64 21.58 35-33 1.64 
SRE eens 99-95 100.00 1.00 














proportions aged 20-29 and 30-39, respectively, will diminish by 
32 and 17 per cent; the proportion aged 40-49 remains relatively 
constant. Should fertility fall even more than is here contem- 
plated, the proportions in the older age groups will increase even 
more. ® 


8 Two English forecasts illustrate the behavior of age composition, given alternative 
fertility and mortality assumptions. Forecast 1990a presupposes a less marked decline in 
fertility and long-run natural increase than forecast 1990b. Given the age composition, as of 
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Ill 


The changes in age composition summarized in Tables I and II 
will precipitate two effects: (i) the pressure of older workers 
upon the better jobs or positions in the economic and political 
pyramid will tend to increase, to the disadvantage of younger 
workers;* (ii) older men will tend to perform in much larger 
measure than at present the decision-making and leadership tasks 
incident upon the economy. From these two immediate effects 
other effects will probably flow. The immediate and ultimate 
effects will be dealt with in order. 

Table Ii has been devised to illustrate the working out of effect 
(i), an increase in the pressure of older workers upon a relatively 
limited number of “‘better’’ jobs and positions. In column 1 


TABLE III 


Hypotueticat Jos Pressurg, 1930-1980 





EXCESS OR DEFICIT OF ASPIRANTS 




















TYPE OF JOB | POTENTIAL ASPIRANTS 
By group Cumulative 

~ a Per nea | ae - wee ue 1930 | 1980 1930 | 1980 
—— — — eee aaares ‘ieee ares SI a 

a 15 | 20 | 25 T$ | +%0 +5 | +10 

b 25 30—CiSY 35 +5 | +10 +10 | +20 

c 35 35 28 ° | —7 +10: | F3 

d | 25 15 12 —10 —13 ° | fe) 











jobs are divided into four groups, ranging from (a), or best, to 
(d), or least desirable. In column 2 are given in per cent the 
relative number of jobs in each class or rank. In columns 3 and 4 
the aspirants to jobs in each class are hypothetically distributed in 
a manner designed to reflect changes in age composition between 
1930 and 1980. In columns 5-8 are reported the actual and the 
cumulative excess or deficit of aspirants relative to jobs in each 








1990, of the British male population, the ratio of the per cent in a stipulated age group in 1990 
to the per cent in the corresponding age group in 1935 is as follows: 


20-39 30-39 40-49 50-59 60-69 
Ee ene 0.70 0.85 1.09 1.18 1.59 
I ME ino sacs ini sacwamess 0.36 0.62 1.05 1.§2 2.41 


® By better jobs and positions we mean those which, because of relative rates of pay or other 
economic and noneconomic conditions, are deemed ‘“‘better’’ by the bulk of the employable 
population. 
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class. Columns 5 and 6 reveal that the number of workers aspiring 
to job types (a) and (b) always exceeds the number of jobs avail- 
able. Columns 7 and 8, based on the supposition that aspirants 
to (a) will aspire to (b) if denied entrance to (a) and so on, in- 
dicate a greater cumulative excess of aspirants to (a), (b), and 
(c) in 1980 than in 1930; this increase in excess is caused by the 
augmentation of the relative number of older workers. The 
significance of this cumulative excess may be expressed somewhat 
as follows. If access and aspiration to jobs (a) and (b) were 
limited to older workers, the change in relative number of aspirants 
from 50 to 60 (see columns 3 and 4) would simply augment from 
10 to 20 the cumulative excess of older workers who would have to 
seek employment in (c) and (d); it would not operate to exclude 
younger workers from (a) and (b), since these would already have 
been arbitrarily excluded. If, however, in 1930, when there are 
50 older aspirants to the 40 jobs in (a) and (b) categories, 10 of 
these 40 are normally filled by younger workers who otherwise 
would have to aspire to (c) or (d); then, if the relative number of 
older aspirants to (a) and (b) rises from 50 to 60, and if, conse- 
quently, 36 or more of the 4o (a) and (b) jobs fall to these older 
workers, the number of (a) and (b) jobs remaining accessible to 
younger workers must decline from 10 to 4 or less. In these 
circumstances but 4 or less of each 40 younger workers can expect 
as youth to enter (a) and (b) jobs, given the hypothetical 1980 age 
distribution, whereas, given the 1930 distribution, 10 of each 4o 
young workers could enter (a) and (b) jobs. 

The increase in cumulative excess from 1930 to 1980 (see columns 
7 and 8) suggests, in line with the preceding reasoning, a diminu- 
tion in the relative amount of opportunity open to younger workers 
as younger workers. It indicates, furthermore, since at all times 
but four out of each ten jobs are of the (a) and (b) types, and since 
(on the above reasoning) less than one out of each of these four 
will be filled by younger workers in years to come, that those 
who enter industry as younger workers will not, as a rule, ascend 
to (a) and (b) types of jobs until much later in their working lives 
than at present is the case. In brief, in so far as the data in Table 
III reflect present and prospective reality, the future, as compared 
to the present, promises to be a period of deferred promotion in so 
far as most younger workers are concerned. 
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Since, as will be shown, the extent to which “‘choice’’ jobs 
fall to older workers depends not only upon the age structure of 
the population, but also upon the dynamism of the economy and 
the rules whereby change in worker status are governed, the future 
disposition of jobs cannot be forecast with accuracy. Comparison 
of the age composition of the male gainfully employed population 
as of 1980 with that of 1930 suggests, however, that the hypothet- 
ical changes described above are descriptive of what will tend to 
take place as the age composition of 1930 evolves into that of 1980. 
In Table IV are given the absolute number of males, and of male 
gainfully employed, aged 18 to 44 and 45 and over, as of 1930 and 
1980.'° Let us suppose that in 1930 and 1980, 30 per cent of the 
jobs are classifiable as “‘choice’’ or “‘best’’; and that half the 











TABLE IV 
Mate PopucaTion AND Mate GatnFutty Emptoyep, 18 aND Over, 1930-1980 
(000’s) 
MALES MALE GAINFULLY EMPLOYED 
AGE 

1930 1980 1930 1980 a. 

18 to 44 25,934 24,147 24,177 22,765 1,412 
45 and over 14,507 30,311 12,446 24,381 +11,935 
18 and over 40,441 54,458 36,623 47,146 10, §23 











““choice’’ jobs are held, in 1930, by males 45 or more years old. 
Accordingly: (a) ‘‘choice’’ jobs total 10,987 and 14,144 thousands, 
respectively, in 1930 and 1980; (b) in 1930, 44.14 per cent of the 
males 45 years and over hold ‘‘choice’’ jobs, and 22.72 per cent of 
the males 18-44. If in 1980, 44.14 per cent of the males 45 and 
over hold ‘‘choice’’ jobs, this group will hold 10,762,000 of the 


10 Columns 2 and 3 are computed from Tables 1 and 4 in the National Resources Board 
report cited in note 7. Column 4 is from W. S. Woytinski, Labor in the United States, p. 46. 
Column 5 is based upon the supposition that the absolute number of male workers in each five- 
year age group increases or decreases between 1930 and 1980 by the same per cent as the 
number of males in the corresponding age group increases or decreases between 1930 and 1980. 
The total number of workers, as of 1930, does not include 1,425,000 under 18 and 31,000 whose 
age was not reported; the 1980 total does not include workers under 18. Inclusion of workers 
under 18 in the analysis below increases the disadvantage visited upon younger workers by 
the changing age composition. 





~=] 
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14,144,000 “‘choice’’ jobs;'! and there will remain only 3,382,000 
‘‘choice’’ jobs for males 18-44, or but 65.4 per cent as many as are 
necessary to provide 22.72 per cent of males aged 18-44 with 
““choice’’ jobs.!? If in 1930 two-thirds of the “‘choice’’ jobs were 
held by males 45 and over—i.e., 58.85 ‘‘choice’’ jobs per 100 males 
45 and over—14,348,000 ‘‘choice’’ jobs, or 204,000 in excess of the 
number that will be available (0.30 X 47,146,000 = 14,144,000), 
will be necessary by 1980 to provide each 100 males 45 and over 
with 58.85 “‘choice’’ jobs. 

Only on one of two conditions will the change in age composi- 
tion not operate to the relative disadvantage of either the younger 
or the older age group. Should the number of ‘‘choice’’ jobs per 
100 males have been the same in 1930 in the 18-44 as in the 45 and 
over age group, and should it remain unchanged, neither group 
will be disadvantaged. Should the number of ‘‘choice’’ jobs per 
100 males in the 18-44 and the 45 and over age groups decline by 
the same per cent between 1930 and 1980, each group will be worse 
off than in 1930, but in the same degree. Neither of these condi- 
tions will be met unless present principles of selection are modified. 

In Table V are presented data which indicate that in 1930 the 
number of *‘choice’’ jobs per 100 males was higher in the 45 and 
over age group than in the 18-44 group (columns 2-3, 5). If 
between 1930 and 1980 the number of workers 18-44 and 45 and 
Over, respectively, in each class of work increases by the same 
percentage as the corresponding whole age group of workers,’ 
the relative number of jobs held by older workers in 1980 will 
approximate the percentages given in column 4. What the actual 
distribution will be in 1980 depends, as will be shown, upon the 
principles of selection in operation. The proportion of workers 
over 44 will be higher in each class of work. The proportion of 
the total number of ‘‘choice’’ jobs in all work, and in each class of 


11 The total number of jobs held by males is here taken to be the same as the total number 
of gainfully employed males reported in Table IV; the “‘choice”’ jobs, as 30 per cent of the 
1930 and 1980 totals, respectively. 

12 22.72 X 22,765,000 minus 3,382,000 = 1,790,000 = 34.6 per cent of 5,172,000. 

18 The 18-44 group will decrease by 5.8 per cent; the 45 and over group will increase by 
95-9 per cent (see Table IV, last column). As the data in Table I indicate, the rate of increase 
will tend to be higher in the classes of work filled by older workers than in the classes of work 
filled by younger workers. 
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work, that will fall to the workers over 44, will tend to be higher 
in 1980 than in 1930; for the selective principles in operation in the 
past, the community of interests among older workers, and the 
changes in age composition will act in combination to increase 
the number of “‘choice’’ jobs held by older workers relatively 
more rapidly than the number of “‘choice’’ jobs is expanded. 


TABLE V 


Mate Workers, 45 orn More Years Oxp, sy Crass or Work, 1930 AND 1980* 




















| | APPROXIMATE 
orm oF eucetis | Mensano | x Gnerer ait woetan 
CLASS OF WORK | Sameer | ammov | amore | sans ann OVER = 20 

| — OVER | AND OVER | 4.’ ap OVER 

| 93°) (1930) (1980) 1930 1980 
Agricultural employers*..... $s.% | 51.1 68.5 148 131 
Nonagricultural employers*.. 44.8 44-8 | 62.8 130 120 
Professional persons........ 34.0 33-9 | $2-p 99 99 
ice ici atin 2 caiViate os 44.3 et | Gis 131 11g 
Clerks and kindred workers.| 23.4 | 22.0 38.8 7o 74 
Sales persons. ............. 43. | a2. 9 | 39.0 70 74 
PIN oa iesceeiess es | 39-4 | 39-4 | §7-5 114 110 
Other skilled workers......| 33.2 | 33.0 | 50.8 96 97 
Other semi-skilled workers..| 23.8 22.9 | 39-2 72 75 
Unskilled workers.......... 25. | 27:6 | <g6cx 85 88 
Service WOEKESS............ “a7 | g5 1. SKS 115 III 
All workers?. . seeeeeeeeeee| 3465 ee 52-3 | 100 100 














* Source: Column 2 computed from W. S. Woytinski, The Labor Supply in the United 
States, p. 70; column 3, from ébid., p. 115. 

* Includes self-employed. 

> Excludes unpaid family workers, 97.4 per cent of whom are under 45, and appren- 
tices. 


IV 


The evidence presented earlier indicates that effect (ii)—a 
considerable increase in the proportion of business and political 
leadership in the hands of men in the upper age groups—will 
come to pass. In 1980 over one-half of employers, managers, 
foremen, and professional persons will be more than 44 years old. 
In Table VI are given data on the age composition, in 1930, of 
the four classes of individuals—employers, managers, foremen, 
and professional persons—by whom most decisions are made" in 

144No data are here given for agriculture, forestry, fishing, independent hand trades, 


wholesale and retail trade, domestic and personal service, and ‘‘not specified industries and 
services." 





aw 
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mineral extraction, manufactures, construction, transportation, 
etc., and banking, etc., and by whom many if not most important 
decisions are made in the fields of public and professional service. 
In view of what has been said, not only will the percentage of 
decision makers in the age class ‘‘45 and over’’ increase; the rate 
of increase will be higher in the age group “‘over 54’’ than in the 
age group 45-54. In 1928, 28.1 and 60.9 per cent, respectively, of 
America’s business leaders were under 45 and under 55 years of 
age; only 11.9 per cent were over 64. By 1980 not less than 78 
per cent, and probably considerably more than 78 per cent, of the 





TABLE VI 
Per Cent or Mare Workers, sy INpustry AND Crass or Work, 45 oR More Years Otp 
IN 1930* 
EMPLOYERS, 
INCL. 7 aaa MANAGERS FOREMEN 
INDUSTRY SELF-EMPLOYED 























45-54 ‘pasted 45-54 | Over 54 45-54 | Over 54] 45-54 | Over 54 





Extraction of minerals... ... 30.8 | 28.1 | 18.4 | 12.1 | 28.6 | 19.1 | 26.7 | 14.3 
Manufactures. ............. 27.6 24.9 | 13.1 6.6 | 24.1 | 15.7 | 23.1 | 14.2 
A ere | 28.6 | 24.2 | 14.7 | 7.0 | 25.8 | 17.2 | 24.7 | 17.7 


Transportation, Communica- | | 
tion, and Utilities.........| 19.9 | 12.1 | 14.1 | 6.1 | 26.8 | 20.1 | 25.1 | 18.8 
Banking, Insurance, and Real 




















Ae 3. eee Core | 22.2 | 21.2 | 17.6 | 12.0 | 22.8 | 16.2 | 18.4 | 19.28 
ee | 28.6 | 23.8 | 28.6 | 19.5 | 23-7 | 28.¢ | — _ 
Professional service......... 22.4] 26.7 18.7 | 18.3 | 26.8 | 28.0} — —_— 





*Source: From Woytinski, op. cit., Table VIA, pp. 115 ff. 
® Foremen comprise only 0.04 per cent of all males engaged in banking, etc. 


nation’s business leaders will be 45 or more years old; the per- 
centage beyond 54 will probably exceed 60. Analogous changes 
probably will take place in the age composition of the nation’s 
political and labor leadership. 


Vv 


The immediate effect of changes in age composition upon the 
distribution of jobs is conditioned (i) by the dynamism of the 
economy and (ii) by the rules governing the allocation of jobs. 
(i) It is inevitable that as the relative number of older workers 


15 F, W. Taussig and C. S. Joslyn, American Business Leaders, p. 66. 
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increases, the relative number of jobs filled by older workers will 
increase, and almost inevitable that the relative number of 
““choice’” jobs going to older workers will increase. At the same 
time it is likely, other things equal, that the relative number of 
““choice’’ jobs going to younger workers will be greater in a dy- 
namic than in a nondynamic economy; for in a dynamic economy 
the seniority principle tends to be less operative in respect to the 
allocation of jobs. Generally, allowance having been made for 
the nature of the work being done, industries or occupations, 
the market for whose products or services either has declined or 
has remained comparatively stationary, contain abnormally large 
numbers of older workers; expanding industries, oa the contrary, 
contain relatively small numbers of older workers.* Moreover, 
industries which have recently expanded, or are expanding, tend 
to employ relatively larger numbers of younger managers, foremen, 
and skilled workers. For example, in the chemical industry the 
relative number of managers, foremen, and skilled workers under 
45 is appreciably greater than in industry as a whole.'” (ii) 
The distribution of jobs may be effected in such manner as to 
equalize marginal productivities and maximize overall pro- 
ductivity; it may be founded in part upon the seniority principle, 
or upon the manifestation of loyalties, subservience, etc.; it may 
be based upon a combination of these principles. The conclusions 
arrived at in sections III-IV will be strengthened in proportion as 
the seniority principle becomes operative; they will be weakened 
in proportion as the maximization of productivity is the primary 
aim; they may or may not be weakened by the increase in emphasis 
upon loyalty or subservience. 

The effect of changes in age composition upon the distribution of 
jobs which are subject to the control either of political parties or 
of governmental units dominated by one or another political party, 
is conditioned in some measure by dynamism and by rules affecting 
job allocation. Political overturns tend to favor the younger 
groups. Rules established for the purpose of allocating political 


16 See data in National Resources Committee, The Problems of a Changing Population, 
PP- 32-34- 

17 See W. S. Woytinsky, The Labor Supply, pp. 115 ff. For a discussion of changes in worker 
occupation and status see Woytinsky, Labor in the United States. chap. 7. 
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spoils may, within limits and in given circumstances, favor either 
the younger or the older party members. 

Dynamism and the rules regulating job allocation are not wholly 
independent of age composition, however. Upward movements 
of the age center of the working population will tend both to 
diffuse and to strengthen observation of the seniority principle; 
for older workers will become more aware of their community of 
interest. Furthermore, if subsequent analysis is valid, it is to be 
inferred that an economy, or a political organization, dominated 
by older persons, will be less dynamic than one controlled by 
younger persons. 


VI 


The ultimate effects of a considerable increase in the relative 
number of older persons in the economically and politically em- 
ployed population are not easily gauged. Here these effects are 
catalogued under four heads. The effects listed under (i) turn on 
the functional relation between age and ability; those listed under 
(ii) turn in part on the functional relation between age and ability, , 
and in part on the influence of changes in age composition upon 
interoccupational mobility. Those listed under (iii) likewise 
turn on the relation between age composition and interoccupational 
mobility. Those listed under (iv) flow out of ()~Ciii). 

Age affects or may affect in at least three ways man’s capacity 
to perform the tasks associated with given economic or political 
employments. First, skill in general tends to decrease after the 
late forties or early fifties, although ability in given fields may be 
maintained through practice.'® Second, within limits, wisdom, 
experience, stability, organization, and judgment tend to increase 
with age. Third, capacity for meeting new situations tends to 


18 ‘Old age weakens most abilities, especially those requiring energy and speed, but the 
drop from age fifty to age seventy-five is probably only one or two per cent per year. It may 
be partly compensated for by increases in certain abilities related to wisdom and experience. 
Individuals vary widely in the incidence and rate of the drop." See E. L. Thorndike, Human 
Nature and the Social Order, p.55. For detailed accounts see W. R. Miles, ‘“The Maintenance of 
Our Mental Abilities,"’ Scientific Monthly, Dec., 1933, pp. 549-5525 the essays by Dr. Miles and 
by Dr. G. V. Hamilton in E. V. Cowdry, Problems of Ageing; Thorndike and others, Adult 
Learning. Harvey C. Lehman presents data on age and creativity in the field of science and 
literature in the Scientific Monthly, Aug., 1936, and July, 1937. 
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diminish after the forties.19 The actual functional relationship 
between age and the several abilities and capacities enumerated, 
moreover, is subject to modification, within limits, by education 
and by the manner in which life is lived and ordered. 

Gi) Under (C) in Section I of this paper the great importance of 
the decision-making minority was stressed, and the relation of 
changes in the age composition of the working population to the 
age and qualitative composition of the decision-making minority 
was outlined. In Sections III and IV data were presented suggest- 
ing that the age composition of the decision-making minority 
would change in the same direction as that of the working popula- 
tion in general. Should the relative number of members, in and 
beyond the fifties, of the decision-making minority increase 
appreciably, the economy will lose some of the flexibility and 
continuous adaptability which it still possesses. For since 
Capacity to meet and effectively cope with new situations di- 
minishes after the forties, an increase in the average age of the 
decision-maker will diminish the capacity of this group to adjust 
procedures, programs, methods, aims, and organization to new and 
changed external situations.*° 


19 The effects of morbidity and other factors upon employability, and employability per 
time period, by age, are ignored. In 1930 in the five-year age groups between 25 and 49 
97-0-97.7 per cent of all males were reported as gainfully employed; in the group, 50-54, 
95-73 $5759» 93-0; 60-64, 86.8; 65-69, 75.7; 70-74, §7-§ (Woytinski, Labor in the United States, 
p. 46). Preliminary census returns for 1940 indicate smaller percentages by age group em- 
ployed or seeking work. 

20 The effect of age is both cultural and biological in nature. Since an increase in the time 
interval between the period when the decision-maker is acquiring a multiple-purpose educa- 
tion and the period when he assumes the decision-making role, tends, in so far as many in- 
dividuals are concerned, to diminish the usefulness and applicability of the multiple-purpose 
education, the older decision-maker is less likely than the younger decision-maker to possess 
such active generalized information and understanding as are prerequisite to competent deci- 
sion-making. Furthermore, the essentially biological toughness, flexibility, and adapt- 
ability of the organism tend to diminish. The English biologist, J. B. S. Haldane, has written: 
‘An electorate which thought in terms of human biology would see that at least a third of 
the Cabinet were under 40, and not more than a third over 60. . . . They would also take 
measures to transfer the control of industry to younger men, whether its ownership was public 
or private. . . . Not only our politics, but our industry is controlled by old men. . . . Neither 
capitalism nor any other economic system could keep abreast of the times under such guid- 
ance.’ See citations from Science in the Changing World in Science News-Letter, Mar. 18, 1933, 
p- 165. The history of the past eight years testifies to the validity of Haldane’s view: the 
diplomatic and military defeats of England and France in this period are traceable in large 
measure to the fact that in both countries aged men, incapable of action, dominated public 
and military affairs. 
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It now appears likely that, in the absence of countervailing 
measures, the American economy will lose some of its dynamism 
and some of its capacity to adjust appropriately to changes in age 
composition and in the rate of population growth. For at the 
very time that the age composition of the economic and political 
ruling classes is becoming less favorable to the formulation and 
execution of effective policies and solutions, the problems in need 
of resolution are growing in number and magnitude.*! 

Gi) Should ability prove to be inversely associated with age, 
and should age, together with seniority, unduly replace ability 
as the source of advancement in the occupational structure, per 
worker output may be diminished and unemployment may be 
increased. (a) If entrepreneurs, managers, and foremen are 
animated in part by the “consciousness of kind’’ associated with 
membership in older age groups, and in part by fear of older- 
worker reprisals, they may hesitate to make the most effective 
disposition of their labor forces when such disposition contravenes 
the age and seniority principles; wherefore workers will not be 
distributed among occupational and suboccupational categories 
in such wise as to maximize per worker output.*? (b) As a 
result, younger workers, believing themselves prejudiced against, 
may exert pressure upon the management of individual firms to 
discharge older workers in order that the relative number of 
better jobs open to younger workers will be increased. Such an 
increase in opportunity can be purchased, however, only at the 
expense of an increase in total unemployment and of a consequent 
fall in national income.** Whence it will be necessary to effect 


*1 Among the actual and prospective problems confronting the economic and political 
ruling groups are: adjusting the economy to changes in demand and technology; maintaining 
investment in an economy whose population is growing slowly if at all; resolving existing 
contradictions between ‘‘security’’ and “‘progress’’; mobilizing the resources of the nation for 
a long war; coping with a difficult post-war situation; re-orienting the international position 
of the United States. 

22 More accurately: workers will be less well distributed among occupations than at 
present. 

23 For example, if the relative number of workers (see Table IID) aspiring, as of 1980, to 
a and 5 classes of jobs were reduced through discharge to the 1930 level, the relative number 
of opportunities open to younger workers would rise to the 1930 level, but at the cost of con- 
siderable unemployment. 

The problem discussed in this paragraph reflects the importance of loyalties and family 
relationships with respect to the effective functioning of an economy. Among che loyalties 
of an individual is that to his age group and that to his children, nephews, nieces, and others 
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some sort of acceptable compromise between the principle of 
ability and the principle of seniority. 

Gii) Since, as was noted in Section I [CA) — (B)], full em- 
ployment can be maintained only if workers can freely enter 
relatively expanding industries and occupations, any curtailment 
of such freedom of entry is certain to reduce the level of employ- 
ment. Stated broadly, employment in recent decades has been 
maintained at the prevailing levels only because actual and poten- 
tial workers have continuously shifted from agriculture to manu- 
facturing and, more recently, to trade and commerce, the 
professions, and the services; and even so, the shifts from ag- 
riculture have not proved adequate.*® In the future, the oppor- 
tunity to transfer from one employment to another, or to secure 
admission into an employment, may be diminished in consequence 
of the combined influence of the decline in the rate of population 
growth and the ageing of the working population.** The mem- 
bership—especially the older portion—of each organized indus- 
trial or occupational group will be disposed to assume: (a) that 
the market for its services is comparatively fixed, or even prone to 
diminish, in view of the continual fall in the rate of population 
growth; (b) that, because of the seeming crowdedness of other 





in younger age groups. If the latter loyalty can be sufficiently strengthened, and with it the 
reciprocal loyalty of younger persons to older relatives and friends, the difficulties discussed 
above may not become so marked. Whence it is important that this reciprocal young-old 
loyalty relationship in our society be strengthened and the potential economic conflict be- 
tween age groups be thereby prevented from developing. 

*4 The difficulties discussed under (ii) are less likely per se to be important than the difficul- 
ties treated under (i) and (iii) — Civ); for on the whole the relationship between age and 
productivity is not apt to be particularly inverse. Furthermore, the seniority principle may 
be accepted on the ground that it guarantees security in the long run, and at the same time 
does not greatly reduce overall productivity. 

25 See C. Clark, Conditions of Economic Progress, chap. 10; also W. H. Hutt, The Theory of Idle 
Resources. 

26 Even in a declining population interoccupational and interindustrial balance can be 
preserved in large measure through the appropriate distribution of the increments of !young 
workers added each year to the labor force of the nation. In proportion as these new in- 
crements are inappropriately distributed, the amount of interoccupational and interindus- 
trial and interregional transference of labor prerequisite to the restoration and preservation 
of balance will be increased. For illustrative statistical data see the writer's ‘‘Population 
Movements and Economic Equilibrium in the United States,"’ Journal of Political Economy, 
XLVIII, 1940, especially pp. 166-170; ‘Population Movements, Employment, and Income,” 
Southern Economic Journal, V, 1938, pp. 142-157. 
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occupational and industrial groups, admission into any one of the 
latter is likely to be denied, particularly to older migrants who 
withdraw from some other group whether to redress interoccupa- 
tional balance or for other reasons. In consequence of this twofold 
assumption the members (especially the older members whose 
employment and income appear to be in greatest jeopardy) of any 
one occupational or entrepreneurial group will be far more inclined 
than at present to set up barriers to the entry of outsiders into such 
group, or to refuse to move out of a comparatively crowded region 
or employment. The disposition of workers, acting on this two- 
fold assumption, to limit freedom of entry into occupations will be 
strengthened if there exists a considerable amount of general 
unemployment as the result of underinvestment. Accordingly, 
in the absence of counterbalancing measures, the economy will 
become more inflexible, and increasing proportions of the em- 
ployable population will be doomed either to complete unemploy- 
ment or to employment in unsheltered and less productive sectors 
of the economy. 

Civ) Increase in the efforts on part of older workers to restrict 
the economic and political opportunities open to youth may in- 
tensify the conflict, already evident, between the younger and the 
older portions of the population,?? and dissolve the centuries-old 
stabilizing notion of a functional relationship between age and 
status. Such a conflict in turn would increase unemployment and 
the waste of resources. 


Vil 


Even if the population finally becomes stabilized at the bare 
replacement level, measures will have to be taken to countervail 
or prevent the probable effects of the changes in age composition 
outlined above. If the fertility and net reproduction continue 
to fall, the effects outlined will be intensified. Among the courses 
of action which may prevent or mitigate the effects of changes in 
age composition, the following may be indicated. 

First, a considerable proportion, say half, of the strategic de- 


27 In this connection see F. G. Dickinson's address, Insurance Looks at the 1940's. However, 
see above, note 23. 
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cision-making positions in the fields of industry, trade, politics, 
education, and labor must be reserved for persons under 45-50 
years of age.?8 

Second, the operation of the seniority principle must be limited 
in so far as it unduly contravenes the productivity principle, but 
not at the expense of individual security. (A) An educational 
program suited to enlighten employer and employee groups rela- 
tive to the problems that are being precipitated by changes in age 
structure is necessary. (B) The bases of remuneration must be 
altered in order that individuals will be more disposed to accept 
positions wherein their productivities rather than their basic 
rates of remuneration are highest. For example, the family wage 
principle may be introduced in some measure to allow for the fact 
that the demands upon worker incomes are greatest roughly be- 
tween (say) the age periods 20-25 and 50-55. Furthermore, the 
rates at which old age annuities and private savings are accumu- 
lated and paid out may be modified somewhat so that, as the pro- 
ductivity and wage rates of older workers fall off, earned income 
may be augmented somewhat by payments out of accumulated 
savings.?® 

Third, since (ceteris paribus) efforts on the part of younger 
workers, aspiring to positions held by older workers, to oust the 
latter are greater in proportion as (a) it is believed that the dis- 
placed older workers will be supported by the state or out of 
unemployment insurance reserves, and (b) the younger workers 
believe themselves free of the economic cost of supporting older 
workers thrown out of employment by such a policy: it is essential 
Ci) that all workers be educated as to the real effects of measures 
calculated to displace older workers,*° and (ii) that the systems of 
unemployment and social insurance in effect operate in such man- 
ner as to dissipate suppositions (a) and (b). 

Fourth, restrictions on freedom of entry into trades, occupations, 


28 Needless to say, other qualifications than age must also be taken into account. 

29 While governmental subsidies in the form of medical aid, housing, etc., may be em- 
ployed in this connection, any such subsidy policy must be based upon recognition of the fact 
that average per capita needs fall off in the upper age brackets. 

30 We refer here to the complete discharge of older workers; not to such an interchange of 
jobs between older and younger workers as will augment the overall productivity of the em- 
ployables engaged in, or attached to, any particular industry or occupation. 
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or industries, the demand for whose services tends to expand 
relatively, given such freedom of entry, must be prevented in every 
possible manner. 

Finally, as a matter of overall industrial policy, it must be made 
a part of the thoughtways and mores of the population that males 
and females in the several broad age groups enjoy certain rights 
and are exposed to certain obligations in consequence of their 
membership in these age groups, and that the maintenance of such 
rights and obligations is fundamental to the effective functioning 
and the stability of both the economy and the larger community 
of which the economy is a part. Measures suited to re-enforce 
the family as an institution, and to strengthen the loyalties binding 
the younger and the older portions of the community, will restore 
the effectiveness of the network of reciprocity which in the past 
has stabilized relations between young and old. 

If appropriate educational, personnel, and other policies are 
adopted, changes in the age composition of the employable popula- 
tion need not greatly disturb the American economy. If, on the 
contrary, heed is not given in good time to the changes in age 
composition already under way, the economic condition of the 
American people will grow worse until political power is removed 
from the hands of the gerontocrats. 








MINIMUM WAGE REGULATION IN THE SEAMLESS 
HOSIERY INDUSTRY 


H. M. DOUTY 
Wage and Hour Division, U. S. Department of Labor 


The purpose of this article is to analyze briefly certain aspects 
of the experience of the seamless hosiery industry with minimum 
wage regulation during the first two years of the operation of the 
Fair Labor Standards Act.' It is of course impossible to isolate 
and measure completely the effect of a single factor upon the opera- 
tions of an industry. Even during relatively short periods, many 
influences in a dynamic economy affect the rate of operation, the 
volume of employment, the character of technical innovations, 
and other aspects of industry operation. An analysis of the effect 
of one factor, therefore, can only deal in a reasonably approximate 
way with its influence. 

The Fair Labor Standards Act became effective on October 24, 
1938, when 25 cents an hour became the minimum standard for the 
industries covered by the act. On February 1, 1939, an industry 
committee for the hosiery industry was appointed. This com- 
mittee recommended a minimum wage of 40 cents an hour for the 
full-fashioned branch of the industry and a minimum of 323 
cents an hour for the seamless division. These recommendations 
were approved by the Administrator of the Wage and Hour 
Division, and became effective on September 18, 1939. The 
seamless industry was defined as ‘‘the manufacturing or processing 
of seamless hosiery including among other processes the knitting, 


1 The data in this article are taken largely from a report prepared by the writer for In- 
dustry Committee No. 21 for the Seamless Hosiery Industry. CU. S. Department of Labor, 
Wage and Hour Division, Research and Statistics Branch, Minimum Wages in the Seamless 
Hosiery Industry, Mar., 1941, 139 pp.) This committee, on April 8, 1941, unanimously recom- 
mended a minimum wage of 36 cents an hour for the seamless hosiery industry. A public 
hearing was held on this recommendation on May 1, 1941. The decision of the Administrator 
of the Wage and Hour Division on this new recommendation had not been announced at the 
time of this writing. 
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dyeing, clocking, and all phases of finishing seamless hosiery, 
but not including the manufacturing or processing of yarn or 
thread.""* 

This study covers the period from September, 1938, to September, 
1940, and thus spans the period during which the 25-cent rate 
prevailed and a period—about one year—during which the 323- 
cent rate provided the basis for the wage structure of the industry.* 
Detailed field studies of wages are available for the beginning of 
the period and for its close.‘ Aside from the creation of minimum 
wage standards, there were no factors of unusual magnitude 
affecting the position of the industry. The defense program was 
beginning to make itself felt only toward the end of the period. 
Technical developments in the industry during this period repre- 
sented largely a continuation of developments that were evident 
before the passage of the Fair Labor Standards Act. Production, 
which reached a record volume in 1939, fell off somewhat in 1940 
to permit the reduction of accumulated stocks.§ 


I 


The seamless hosiery industry is engaged in the manufacture of 
a wide variety of hosiery for men, women, and children. The 
product is tubular in form, produced typically on a knitting 
machine with a circular needle cylinder. Technical factors 
largely preclude the shaping of seamless hosiery during the 
knitting process. Full-fashioned hosiery, by way of contrast, is 
made by knitting a flat fabric on a straight needle bar. The full- 
fashioned product is shaped during the knitting process by varying 
the number of loops that are knit. The differentiation in terms of 
technology and in other ways of the manufacture of seamless 
hosiery from that of full-fashioned hosiery is sharp; indeed, the 
two types of hosiery are not even manufactured to an important 
extent by the same firms. Of the 764 hosiery manufacturing 


2 U. S. Department of Labor, Wage and Hour Division, Hosiery Wage Order, Aug. 18, 1939. 

3 The standard workweek was reduced from 44 to 42 hours during this period. 

*U. S. Department of Labor, Bureau of Labor Statistics, Earnings and Hours in the Full- 
Fashioned and Seamless Hosiery Industries, 1938, and Earnings in the Seamless Hosiery Industry, 1940. 

5 Production amounted to 96.9 million dozen pairs in 1939 and to 92.6 million dozen pairs 
in 1940. Shipments were 93.7 million dozen pairs in the former year and 92.9 million dozen 
pairs in the latter. 
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companies in existence in 1939, only 5.8 per cent conducted both 
seamless and full-fashioned operations.® 

The seamless hosiery industry is located predominantly in the 
South. Of the 96.9 million dozen pairs of seamless hosiery pro- 
duced in 1939, 76.5 per cent were manufactured in the southern 
region. An average of 61,852 wage earners were employed by the 
industry during 1939;7 about three-fourths of the workers were in 
the southern establishments. The most important single state in 
the manufacture of seamless hosiery is North Carolina, which 
accounted for 40.2 per cent of the total output of the industry 
in 1939. 

Some major characteristics of the industry may be briefly noted. 
The industry is sharply competitive. In January, 1940, there were 
520 plants engaged in the manufacture of seamless hosiery. Many 
concerns ate quite small. Data are available showing 1939 
production for 439 seamless hosiery companies. Of this number, 
32.6 per cent—143 companies—each produced less than 50,000 
dozen pairs of hosiery; 21 per cent produced between 50,000 and 
100,000 dozen pairs; 35.8 per cent between 100,000 and 500,000 
dozen pairs; and only 10.6 per cent of the companies produced 
500,000 dozen pairs or more.* The capital requirements for 
entering the industry are quite modest. A few thousand dollars is 
sufficient to set up a small producing unit. On the whole, the 
labor skill requirements are not great, so that new workers can 
be trained quickly. Approximately three-fourths of the working 
force is female. Unionization in the industry has made some 
progress, notably since 1933. At the present time, union member- 
ship numbers between 11,000 and 14,000 of the approximately 
62,000 workers in the industry. A somewhat smaller number of 
workers are actually covered by collective bargaining agreements. 


Il 


Field studies of wages in the seamless hosiery industry were made 
by the Bureau of Labor Statistics in 1938 and 1940. The 1938 
study covered 97 plants; an effort was made to include these same 


6 National Association of Hosiery Manufacturers, Quarterly Statistical Bulletin, Aug. 9, 1939. 
7 Census of Manufactures, 1939, Knit Goods, preliminary report. 

8 National Association of Hosiery Manufacturers, special tabulation. 

® The data relate largely to September of both years. 
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plants in the considerably larger sample surveyed in 1940.1° Of 
the 97 plants surveyed in 1938, six had gone out of business by 
1940. At the request of the Wage and Hour Division, two tabula- 
tions were made of the 1940 survey data: (1) for the 91 plants that 
had been covered in 1938 and that were still in business in 1940 and 
(2) for the complete 1940 sample. In making comparisons with 
1938, the 1940 data for the 91 identical firms are used." 

Wages in the seamless hosiery industry were relatively low in 
1938. The introduction of minimum wage standards exerted a 
decided upward pull on the industry wage level. This fact is 
revealed clearly by the tabulation below, which shows average 
hourly earnings in the industry as a whole and in its northern and 
southern branches in 1938 and 1940. 














AVERAGE HOURLY EARNINGS 

United States North South 
WOM oo 5.05 Fs cso b's Dele Techs os aoa BteR ees $0.351 $0. 412 $0.331 
WU oi om baw nero de cam ee ome toa enews 0.413 0.443 0.402 
Percentage change, 1938-1940.............. +17.7 +7-5 +21.4 





It will be observed that average hourly earnings in the industry 
advanced from 35.1 cents to 41.3 cents, an increase of 17.7 per cent. 
The impact of the 323-cent wage order was much greater on the 
South than on the North, and hence the regional difference in wage 
levels that existed in 1938 was narrowed considerably. In 1938 
there was a difference of 8.1 cents in the regional averages; by 1940 
this difference had been cut in half. Average wages in the South 
in 1938 were 80.3 per cent as great as average wages in the North; 
in 1940, southern wages were 90.7 per cent of northern wages.'* 


10 There were 237 mills in the 1940 sample. 

11 The comparisons are between 97 firms in 1938 and 91 of these firms in 1940. The fact 
that six mills of the 1938 survey were out of business in 1940 does not impair the comparable 
nature of the data. The exclusion of the six firms from the 1938 tabulation would alter aver- 
age hourly earnings in that year by less than one-tenth of one per cent. U.S. Department of 
Labor, Bureau of Labor Statistics, Earnings in the Seamless Hosiery Industry, 1940, p. 48. 

12 Although the general level of seamless wages in the South in 1940 remained somewhat 
lower than the general level of wages in the North, average earnings in the important seamless 
hosiery area centering about High Point, North Carolina, were not only greater than the 
average for the industry as a whole, but were higher than the average for any area in the 
North except the Midwest. This area employed 20 per cent of the workers in the full 1940 
wage sample. 
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Changes in the industry wage structure between 1938 and 1940 
are shown in detail in Table I. In 1938, about one-fifth of the 
workers were earning less than 25 cents an hour, and 48.8 per cent 
were receiving less than 32.5 cents. Almost half of the workers, 
in simple, were earning less than the minimum established by the 
32}-cent wage order. The effect of this wage order, of course, was 


TABLE I 


PercentaGe DistrisuTion oF WorKers IN Ipgenticat Prants sy AvgeraGg Hourty 
Earnincs, Sgamuess Hostzry Inpusrry, 1938-1940* 

















PERCENTAGE DISTRIBU- PERCENTAGE DISTRIBU- 

siihiae wieeee canine TION OF WORKERS, 1938 | TION OF WORKERS, i940" 

Simple Cumulative Simple Cumulative 

MN ST COR... gaits cncaccnnseees 4-7 » 

t7-§ GG Wer 22-5 CORES. ... 2 580s cece 8.9 13.6 O.1 O.1 
22:5 atid WEEE 25.0 COMES... 0s. ccccceen 6.9 20.§ I 2 
25,0 ORG UNGET 27.5 COMES... ....oecccvcees 9-6 30.1 5 Oe 
27.5 and under 30.0 cemtS................-- 8.2 38.3 7 Te 
SOO GES GREET $2.5 COMES... .. 55.00 cise cceees 10.5 48.8 z.3 $7 
52.6 GO URGE 35.0 CONES. .... 5 occ ceeecess 9-7 58.5 50.2 35-9 
54:0 OG WREST 39-5 CORI. ... . 5 00. cenes 8.4 66.9 13.8 49-7 
37-$ and under 40.0 COMES. ..... 2.6.2.2 eee es 6.5 73-4 10.5 60.2 
40.0 and under 42.5 cents..............055: 5-6 79-0 8.7 68.9 
ga-§ OS UNMEr 47.5 COME... 05. cee sve ses 73 86.3 12.2 81.1 
Q7.% Wi GEES $255 CONT. «0.06 56s dscceens 4-4 90.7 F% 88.3 
SE.5 GO GREE $7.5 CORT. 0.0... ic cncie pense 2.8 93-5 3-9 92.2 
0G We MNOET O4.S COUNS. . 6.6 cece ctees 1.8 95-3 2.0 94-2 
62.5 and under 67.5 cemts..............0008 I.§ 96.8 1.7 95-9 
67.5 and under 72.5 CEntS........2....0000. #2 98.0 I.1 97-0 
Ft. 5 GUE UAGET 77.5 CONS... 5. oc ce icsccees 8 98.8 2.2 98.1 
TS Wee WE OES GOONS. oc ccicceccesee a 99.2 5 98.6 
$2.5 and under 87.5 cents... .........6s0000 2 99-3 4 99-0 
87.5 and under 92.5 cents................+- . 99-6 5 99-5 
92.§ and under 100.0 cemts................. at 99.8 2 99-7 
SONG GI GE 5 oc oo siniecicevcennes x 3 100.0 3 100.0 











* Source: Bureau of Labor Statistics. 


* Does not include data for 6 plants that went out of business between 1938 and 1940. 
> Less than one-tenth of 1 per cent. 


largely to eliminate earnings of less than 32.5 cents an hour, except 
for learners and handicapped workers. In 1940, only 3.7 per cent 
of the workers were recorded as earning less than the wage order 
minimum. 

Table I indicates that in 1940 there was a marked concentration 
of workers at or very near the minimum. Indeed, slightly more 
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than 32 per cent of the workers in 1940, as compared with 9.7 
per cent in 1938, were found in the wage interval of 32.5 cents and 
under 35.0 cents. It is clear, however, that the establishment of 
the 323-cent minimum affected more than the lower reaches of the 
wage structure. Thus, 31.1 per cent of the workers were earning 
40 cents or more in 1940, as compared with 21 per cent in 1938. 

Clearly the establishment of minimum wage standards in this 
industry had some effect upon the earnings of workers earning more 
than the minimum. It has already been pointed out that average 
hourly earnings increased by 17.7 per cent between 1938 and 1940. 
The increase required to raise those workers getting less than 323 
cents up to exactly this amount was about 10.1 per cent. The 
difference between the required increase and the actual increase 
may be looked upon, subject to some qualifications, as the indirect 
effect of the establishment of the 32}-cent wage standard. The 
apparent indirect effect of the wage order for the industry was 74.2 
per cent as great as the direct effect; in the South this ratio was 63.3 
per cent and in the North, 167.8 per cent.'* At least a small part 
of the apparent indirect effect may be accounted for by the fact 
that at the time of the 1940 wage survey some of the firms covered 
were working on government contracts, which required payment 
of a minimum of 35 cents an hour under the Public Contracts Act. 
In part, the apparent indirect effect may be accounted for by selec- 
tive lay-offs which would automatically raise the wage level." 
It should be pointed out, moreover, that such indirect increases as 
did occur were spread over the whole period from October, 1938, 
when the 25-cent rate became effective, to September, 1940, when 
the wage survey was made.'§ 


18 The ratios of apparent indirect increases to the required increases were smaller for the 
low-wage plants than for the high-wage plants. It might be pointed out here that the 
occupational differentials that existed in 1938, before the act went into effect, had narrowed 
greatly by 1940. 

14 Tf a plant employs five workers, and if at prevailing piece rates two are able to earn 40 
cents an hour, the third 38 cents, the fourth 35 cents, and the fifth 20 cents, the average wage 
per hour would be 34.6 cents. If the fifth worker is laid off, the average jumps to 38.2 cents, 
an increase of 10.4 per cent. 

18 See A. F. Hinrichs, ‘Effects of the 25-cent Minimum Wage on Employment in the Seam- 
less Hosiery Industry,’’ Journal of the American Statistical Association, Mar., 1940. This study 
shows that the wage increases occasioned by the introduction of the 25-cent statutory mini- 
mum in October, 1938, were confined largely to the low-wage plants, and that among these 
plants the increases granted were larger than those required by law. 
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Another facet of the altered wage situation should be mentioned 
briefly. In 1938, wage levels among plants varied widely. Of 
the 91 plants surveyed in both 1938 and 1940 nine plants were 
paying average wages of less than 25 cents an hour. There was an 
equal number of plants with plant average hourly earnings of 45 
cents or more. Obviously, the impact of a uniform minimum 
differed sharply among plants with widely separated plant wage 
levels. Table II classifies plants on the basis of their wage levels 


TABLE II 


ComParIsON OF 1938 AND 1940 PLant AvgeraGg Hourty Earninos IN IDENTICAL SEAMLESS 
Hostery Mix1s* 























AVERAGE HOURLY EARNINGS 
TOTAL NUMBER cer 
1938 PLANT—AVERAGE HOURLY EARNINGS OF MILLS, ptember 1940 
ere ‘an on 1998 ae Percentage in- 
1938 Average crease oe 1938 
average 
go ere Seer 9 $0.226 | $0.35: 55-3 
25.0 and under 27.5 cemts............ 8 265 -373 40.8 
27.5 and under 30.0 cents............ 9 +291 385 32.3 
30.0 and under 32.5 cents............ 7 -314 384 22.3 
32.5 and under 35.0 cents............ 15 337 -395 79:% 
35-0 and under 37.5 cents............ 4 367 402 9-5 
37-5 and under 4o.o cents............ 12 385 -417 8.3 
40.0 and under 42.5 cents............ 4 -410 429 6 
42.5 and under 45.0 cents............ 14 436 484 II.0 
45-0 and under 47.5 cents............ 4 -459 492 7% 
eee re 5 -§12 523 a 
Ws Skee enc ves tereeun ence terenn gi $0.351 | $0.413 27.9 











* Source: Bureau of Labor Statistics. 


in 1938, and shows the average wages paid in each group of plants 
in both 1938 and 1940. 

Average hourly earnings were 22.6 cents in the group of plants 
which in 1938 had plant average hourly earnings of under 25 cents. 
The average in these same plants in 1940 was 35.1 cents, an increase 
of 55.3 percent. In the next group of plants, those paying average 
wages of between 25 and 27.5 cents per hour, plant averages ad- 
vanced from 26.5 cents to 37.3 cents, an increase of 40.8 per cent. 
In the important group of plants paying average wages in 1938 
of between 42.5 cents and 45 cents an hour, plant average earnings 
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rose from 43.6 cents to 48.4 cents, an increase of 11 per cent. In 
general, the impact of the 32}-cent wage order declined in the as- 
cent from the low-wage to the relatively high-wage groups of 
plants. The spread between plant wage levels was markedly 
less in 1940 than in 1938. 


Ill 


The 91 plants that were included in the wage surveys in both 
1938 and 1940 employed 17,868 workers in the former year. These 


TABLE III 


Cuances 1N EmMpLoyMENT BY PLant Wace Groups, 91 IpenticaL PLants, SEAMLESS 
Hostgry Inpustry, 1938-1940* 














PLANT AVERAGE HOURLY EARNINGS 1938 — rotates ee eee 
1938 1940 Number Percentage 
Under 66:0 CHI. 826 555. 53 SS 9 1,394 1,188 —206 | —14.7 
25.0 and under 27.5 cents........ 8 1,680 1,594 —86 —5.1 
27.5 and under 30.0 cents........ 9 1,424 1,176 —248 | —17.4 
30.0 and under 32.5 cents........ 7 1,764 1,505 —259 | —14.6 
32.5 and under 35.0 cents........ 15 3,027 3,032 +5 +o.1 
35-0 and under 40.0 cents........ 16 4,159 4,099 —6o —1.4 
4o.0 and under 45.0 cents........ 18 2,491 2,803 +312 | +12.5 
45.0 cents and over.............. 9 1,929 1,949 +20 +1.0 
| A eee ee gi 17,868 17,346 —§22 —2.9 




















* Source: Bureau of Labor Statistics. 


same plants employed 17,346 workers in 1940, a decline of 3.9 
per cent.’ 

As Table III shows, the average decline in employment of 2.9 
per cent was exceeded by all plant groups paying average wages in 
1938 of less than 32.5 cents an hour. On the other hand, only one 
group of plants paying average wages in excess of 32.5 cents experi- 
enced any decline in employment. It is plain that the incidence 
of employment displacement within plants was felt in those plants 
which in 1938 were operating on the basis of wage levels below the 
average wage level in the industry. It was these plants that were 

16 The volume of production for the entire industry in September, 1940, was about 2.4 


per cent greater than for September, 1938. Information on production in these specific plants 
at the two dates is not available. 
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forced to make the greatest readjustments upon the advent of the 
wage standards adopted for the industry. 

The fact that employment displacement within plants occurred 
only in the relatively low-wage groups of plants largely explains 
the regional incidence of the displacement. In 1938, the relatively 
low-wage plants—those with plant averages of less than 323 cents 
an hour—were found almost entirely within the South. It was 
precisely among these plants that worker-displacement took place. 
The tabulation below shows the number of plants in the 1938 sam- 
ple by region, employment by region in 1938 and 1940, and changes 
in employment between the two dates. 























NUMBER OF EMPLOYMENT CHANGES IN EMPLOYMENT 
REGION PLANTS 
1938 1940 Number Percentage 
ee 30 4,437 4,657 +220 +4.9 
eer 61 13,431 12,689 —742 —$.5 
See gi 17, 868 17,346 —$22 —2.9 





It will be observed that there was a net decline in employment in 
the southern plants of 5.5 per cent as compared with a net increase 
in employment of almost 5 per cent in the northern establishments. 
The decline in employment in the 91 plants as a whole, as pre- 
viously pointed out, was 2.9 per cent. The fact should be re- 
emphasized that the decline in employment in the southern plants 
as a whole was due to the existence of a considerable number of 
plants that were paying wages below the average level in the 
industry. In those southern plants with plant averages of 32.5 
cents or more in 1938, employment in 1940 was greater than em- 
ployment in 1938.17 

One important question with respect to the establishment of 
minimum wage standards relates to possible dislocation of employ- 
ment rather than to changes in the total volume of employment. 
Total employment in an industry may increase, for example, but 
certain areas in which the industry is located may experience sharp 
dislocation of employment through plant liquidation. 

It has already been pointed out that of the 97 plants surveyed by 


17 Thirty of the 61 southern plants, employing more than half of the total number of wage 
earners found in all 61 plants, had plant averages of 32.5 cents or more in 1938. 
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the Bureau of Labor Statistics in 1938, six had gone out of business 
by 1940. A total of 402 workers were employed in these six plants 
in 1938. In short, 6.1 per cent of the plants employing 2.2 per 
cent of the workers had left the industry as represented by the 1938 
sample. This represents, on an annual basis, a plant mortality 
rate of about three per cent. Such a mortality rate in a highly 
competitive industry is in no sense exceptional.'* 

Two of the six plants that went out of business between 1938 
and 1940 were located in the North and four in the South. Rela- 
tively high average wages were being paid in two of these plants 
in 1938, and average earnings in the largest plant to leave the field 
were Over 32.5 cents. One of the plants that failed paid an average 
wage in 1938 of under 25 cents, and thus was in the very lowest 
wage group of plants. There were 10 such plants included in the 
1938 wage survey, however, and nine survived into 1940. A full 
explanation of these plant failures probably would require con- 
sideration of factors other than the establishment of minimum 
wage standards. The accession rate is not definitely known for 
this period. Since there was a net increase between May, 1938, 
and January, 1940, of 18 in the total number of plants in the indus- 
try, the accession rate during this period apparently exceeded the 
mortality rate.!® 

It must be noted that the employment data discussed thus far 
relate to groups of identical plants and not to employment in the 
industry as a whole. These data, in other words, do not reflect 
changes in total employment. The National Association of Ho- 
siery Manufacturers publishes monthly figures ofemployment. An 
employment index (with the year 1938 as the base) computed from 
these figures for the first eight months of 1938, 1939, and 1940 is as 
follows: 96.4, 108.6, 105.3. 


IV 


The establishment of a minimum wage of 32.5 cents an hour 
plainly had an appreciable effect upon the wage structure of the 
seamless hosiery industry. Over the two-year period with which 


18 During the period 1937-1938, over 5 per cent of the plants in the seamless hosiery in- 
dustry went out of business annually. National Association of Hosiery Manufacturers, 
Special News Letter, Jan. 25, 1939. 

19 Tbid., Jan. 24, 1940. 
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we are concerned, average hourly earnings increased by more than 
17 per cent, and the increase in some plants amounted to as much 
as 50 per cent. Almost half of the workers in the industry were 
directly affected by the adoption of the 32}-cent wage order. 

There is no evidence to show that the creation of these wage 
standards resulted in the dislocation of employment through plant 
failures. There are indications of some transfer of employment 
from low-wage to relatively high-wage firms. It does not appear 
from the available data that the total volume of employment in 
the industry was materially affected during this period. 

It is likely that plants in the industry had recourse to a number 
of methods of minimizing the effect of the increased wage stand- 
ards on unit costs.?° It is reasonable to suppose, for example, that 
wage advances of the magnitude experienced by many plants served 
to stimulate improved managerial performance. The literature on 
industrial management indicates that even without technical inno- 
vations considerable savings in cost frequently can be effected 
through better managerial practices. It is well known, moreover, 
that at any given time the level of managerial efficiency is likely 
to vary widely among the plants of an industry. 

One type of adjustment that may be open to an industry con- 
fronted with rising wage levels is to substitute new equipment for 
old or to effect alterations in the old equipment that increase its 
efficiency. Since either course involves capital outlay, the prob- 
lem becomes one of balancing increased capital costs against antici- 
pated labor cost decreases from the use of the new or altered 
equipment. 

The knitting machine, of course, constitutes the basic equipment 
of the seamless hosiery industry. Space does not permit an ex- 
tended description of the various types of machines, or of the 
changes that have taken place in the equipment of the industry 
in recent years. Several important points should be noted briefly, 
however. 


20 Apparently the adjustment to the higher wage standards was not achieved—or at least 
not in large part—through increases in the price of the products of the industry. The avail- 
able price data indicate that there was some upward revision in the wholesale price structure 
in October, 1939, when the 32}-cent wage order became effective, and when substantial in- 
creases in material costs also occurred. Such increases as did take place were moderate in 
nature. It appears from rather scanty data that retail prices were not disturbed. 
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1. For many years the most important type of knitting machine 
in use in the industry was the hand-transfer machine. With hand- 
transfer equipment, the top of the stocking is knit on a separate 
machine, known as a ribber, and transferred by hand to the knit- 
ting machine that completes the knitting operation. 

2. By 1937, automatic knitting machines that knit an entire 
stocking and thus eliminate the expensive transfer operation had 
become numerically as important as transfer machines, and perhaps 
more important in terms of hours of operation. 

3. In very recent years an attachment for transfer machines has 
been devised that permits such machines to knit a complete stock- 
ing with an elastic top instead of a rib top. This attachment, 
which can be installed at a cost of approximately $50 per machine, 
in effect converts transfer machines into automatic machines for 
certain types of work.** 

During the course of its 1940 survey of wages in the seamless 
industry, the Bureau of Labor Statistics gathered data on types of 
knitting machines in operation in September of 1938 and 1940. 
These data were tabulated separately for 87 plants** included in 
both the 1938 and 1940 wage surveys. Because of the lack of 
uniformity in the number of shifts operated, the data were reduced 
to a common one-shift basis; changes between 1938 and 1940 in 
the number of machines in operation, therefore, reflect not only 
changes in the number of different types of machines but also dif- 
ferences in rates of operation. 

In the 87 identical plants, the total number of knitting machines 
in operation (on a common one-shift basis) was slightly greater in 
September, 1940, than in September, 1938. The total number of 
machines in operation was significantly less in 1940 as compared 
with 1938 only in the plant group paying the lowest average wages 
Cless than 25 cents an hour) in the latter year and in the plant group 
paying average wages of 45 cents or more. 

In every plant group except one, the number of transfer machines 

21 In 1937 the knitting equipment of the industry included 33,619 automatic and 33,271 
transfer machines. Census of Manufactures, 1937, Pp. 372- 

22 The elastic-top attachment is especially well adapted to the production of slack socks 
and anklets; it cannot be used very successfully in the manufacture of men's half hose. 


23 Machinery data were not obtained for four of the 91 plants for which wage data were 
secured in both 1938 and 1940. 








188 H. M. DOUTY 


in operation declined. The decline was from 11,103 machines to 
8,502 machines, a drop of 23.4 per cent. The decline was particu- 
larly significant in the four groups of plants paying average hourly 
wages in 1938 of under 25 cents, from 25 to 27.5 cents, from 30 to 
32.5 cents, and from 35 to 40 cents. There were 6,943 transfer 
machines in operation in these plants in 1938 and only 4,675 in 
1940, a decline of 32.7 per cent. 


TABLE IV 


Numser or AvroMaTic AND CONVERTED TRANSFER KNITTING MACHINES IN OPERATION 
on a Common Ons-Suirt Basis* 1n 87 Ipenticat SzamMuzss Hosizry MIs, 
SzPTeMBER, 1938, AND SEPTEMBER, 1940* 
































AUTOMATIC CONVERTED TRANSFER 
1938 PLANT AVERAGE HOURLY September 1940 September 1940 
saeeeanen September September 
1938 Percentage 1938 Percentage 
Number change Number change 

from 1938 from 1938 

og ae 393 668 | +70.0 _— 96 —_ 
25.0 and under 27.5 cents..... 372 369 —.8 775 1,465 | +89.0 
27.5 and under 30.0 cents..... 1,806 | 1,922 | +6.4 100 2g | —7$.0 
30.0 and under 32.5 cents..... 1,343 | 2,078 | +54.7 74 520 |+602.7 
32.§ and under 35.0 cents..... 2,948 | 2,526 —.9 923 | 1,058 | +14.6 
35.0 and under 40.0 cents..... 4,533 | 4,748 | +4.7 932 | 2,027 |+117.5 
40.0 and under 45.0 cents..... 4,310 | 4,974 | +15-4 330 366 | +10.9 
45-0 cents and over.......... 3,616 | 3,559 | —1.6 383 396 +3.4 
ME osc ce cs meat'scuetwaus 18,921 | 20,844 | +10.2 | 3,517 | 5,953 | +69-3 














* Source: Bureau of Labor Statistics. 
* Because of the lack of uniformity in number of shifts operated, the data have been 


reduced to a common one-shift basis. For example, a machine operated two shifts 
counts as two machines. 


Table IV shows the changes that occurred in the number of 
automatic and converted transfer machines in operation between 
September, 1938 and 1940. The total number of automatic ma- 
chines in operation in these plants increased from 18,921 to 20,844, 
or by 10.2 percent. This increase occurred largely in three groups 
of plants—the group having the lowest average wages in 1938, 
the group paying from 30 to 323 cents an hour, and the relatively 
high-wage group paying between 40 and 45 cents. There were 
lesser increases in two groups of plants, and minor decreases in the 
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number of automatic machines in operation in three plant groups. 
These decreases were so small as to be of doubtful significance. 

A gain of 69 per cent was registered between September, 1938, 
and September, 1940, in the number of converted transfer machines 
in operation. Large increases were reported in plants paying aver- 
age wages in 1938 of 25 to 27.5 cents an hour, in those paying from 
30 to 32.5 cents, and in the group paying from 35 to 4ocents. The 
increase in these three groups of plants considered as a whole was 
125.2 per cent. 

These data indicate that there was a significant change in the 
importance of the major types of knitting equipment in use during 
the first two years of the Fair Labor Standards Act.*4* Although 
there was no decline in the total number of machines in operation, 
there was a decided decrease in the number of transfer top machines 
inuse. At the same time, there was an increase of some magnitude 
in the number of automatic machines in operation and a very con- 
siderable increase in the use of converted transfer machines, which 
are essentially automatic in nature. 

The replacement of transfer machines by automatic and converted 
transfer equipment reduces knitting labor costs, and points to one 
of the ways in which adjustment to higher wages was effected. 
It is not clear, however, that the Fair Labor Standards Act was 
the basic causal factor in the changes that have been briefly dis- 
cussed above. The automatic knitting machine, for example, was 
developed before the establishment of minimum wages under the 
Fair Labor Standards Act, or, for that matter, under the National 
Recovery Act. The use of such equipment apparently has increased 
steadily over a period of some years. By 1937, as pointed out 
earlier, the automatic machine was numerically as important as 
the transfer machine. 

The use of the elastic top attachment on transfer machines is of 
comparatively recent origin. Elastic tops are used largely on slack 
socks and anklets, which during the past few years have achieved 
almost phenomenal consumer acceptance. The production of slack 
socks, for example, increased from a little more than half a million 
dozen pairs in 1935 to 9.6 million dozen pairs in 1940; anklet pro- 


24 No effort has been made in this article to discuss changes in the use of all of the types of 
knitting machines found in seamless hosiery mills. 
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duction rose from 13.4 million dozen to 22.1 million dozen during 
the same period. The conversion of many transfer machines for 
the production of these constructions with elastic tops would un- 
doubtedly have taken place regardless of wage regulation. In 
short, the rapid introduction of this attachment, which reduces 
knitting costs appreciably, coincides with the inauguration of 
minimum wage standards. Perhaps the most that can be said is 
that the establishment of these standards lent some impetus to the 
further use of automatic machines and converted transfer machines. 





—_— ——  — 




















~~ ——_—~- 


—_—_— 








THE POSSIBILITY OF MAINTAINING A POSITIVE 
RATE OF PHYSICAL PRODUCTION GROWTH 


P. G. HUDSON 


University of Arizona 


The volume of physical production could not maintain a positive 
rate of growth for an indefinite period of time and remain within 
finite bounds. Since human wants are limitless, this ultimate 
mathematical conclusion is to be regarded with satisfaction. The 
average person, however, is much more vitally concerned with the 
conditions in his probable future lifetime than with such ultimate 
mathematical conclusions. Some attention, therefore, will be de- 
voted to exploring the more immediate possibility of maintaining 
a positive rate of growth in the physical volume of general pro- 
duction. The following observations should not be interpreted 
as an attempt to predict what the future trend of physical produc- 
tion actually will be. They are only some statements as to what 
could be possible. 


I 


Arthur F. Burns calculated the average annual rate of production 
growth from 1870 to 1930 as shown by W. M. Persons’ “‘seg- 
mentary’’ index of total physical production and by the Warren 
and Pearson index of total basic production with variable weights 
based on ‘‘value plus value-added by manufacture.’’ He found the 
rate to be approximately 4 per cent. When, however, this long 
period is broken into overlapping subperiods, as shown in Table I, 
the average annual rates of growth for the more recent periods are 
seen to be much slower. This manifestation of retardation in the 
rate of growth of general physical production is to be expected 
when one considers the declining rate of population growth and 

1 The average annual rate of total production growth from 1870 to 1930 as shown by Per- 


sons’ index was 3.7, by Warren and Pearson's it was 3.8. A. F. Burns, Production Trends in the 
United States Since 1870, p. 269. 
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the many factors causing downward bias which can scarcely be 
prevented from creeping into production indexes. After careful 
consideration, Burns was led to the following conclusion: 


If there has been any decline in the rate of growth in the total physical 
production, its extent has probably been slight, and it is even mildly 
probable that the rate of growth may have been increasing somewhat.” 




















TABLE I 
Averace Annuat Ratzs or GrowTH IN Puysicat Propucrion over Dirrerent Periops 
or Timz* 
AVERAGE ANNUAL RATES OF GROWTH 
(PER CENT) 
TYPES AND AUTHORS OF THE INDEXES 
1875- | 1886- 1895- 1g00- 1906— 
1905 1916 1925 1930 1936 
I. Basic Production 
z. Warren and Pearson (1).......... 2.650% a.3.{ Ga | 9.2.1 85 
Ii. Industrial Production 
Be le Be NEE. 50 cnrsenecicesbasinceeeees Ss | gs 1) g.3') S89 
eee ee 6.3 | §.2 | ¢0 | 2.6 
RRA ere ern eee rs et 3-3 1.4 
Pa ee er 3:3 5.37 
es nS Sie cecacdceasdpoaneaiedeeee 2.2 
III. General Production 
ee 96.55 ace cseeeerannevevon 4-$ | 3-6 | 3.2 | 2.8 
2. Warren and Pearson CiI)............... 4:6 | g4 | 3. | 5 
Seer ere ce rere a.8 |] 2.2 
4, Brookings Taetitetios®. .. 66.5. ccceecces 3.2 
(1g¢9- 
35) 
IV. National Income Deflated 
1. King (1909-18) and Kuznets (1919-35). . 1.8 
We NES: in: cop: sie a nswinkautinenenimewnseed s | a2 | So | BT E EO | Ce 

















* Footnotes will be found at the end of the article. 


A mote conservative position would be to insert in Burns’s state- 
ment the phrase “‘the total physical production per capita’’ in 
the place of ‘‘the total physical production.’’ It would be easier 
to maintain a given rate of growth in the total physical production 


2 Ibid., p. 279. 
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per capita than in the total physical production when the rate 
of growth of population is declining. 


Il 


Whether this average annual rate of growth of approximately 
4 per cent can be maintained depends upon the behavior of the 
various factors which affect secular trend. These factors have to 
do with the conditions of a supply of the several factors of produc- 
tion and the degree of effectiveness with which they are combined 
with each other. Several different conditions under which growth 
in the physical production of a nation could take place may be 
analyzed. 

In the first and crudest condition, production growth could take 
place merely by increasing the quantity of the factors of production 
without the introduction of any new commodities and without 
any improvement in production techniques at all. It is difficult 
to find perfect examples of this situation because technological 
progress is seldom at a complete standstill for any appreciable 
length of time. Yet the production growth in the United States 
during the first three-quarters of the nineteenth century, when the 
country was primarily agricultural, is in large part to be explained 
inthis way. As the frontier was pushed outward and as the popu- 
lation grew, more and more units of each product could be pro- 
duced. This factor alone could have served to cause an upward 
growth in the total physical production of the nation even if no 
technological improvements had been made. Note, however, that 
this type of upward growth in total output could scarcely lead to 
an upward growth in physical production per capita. It would 
simply mean that there were more individuals spread over a greater 
area who were getting on the average about the same amount of 
the same goods as each person had always received. If population 
had increased relatively faster than capital and utilized land, the 
total putput might have continued to grow even though the per 
capita output were declining. Such a type of physical production 
growth can scarcely be considered as truly indicative of economic 
progress. 

A second and somewhat less crude manner in which the produc- 
tion growth of a nation could take place is through improvements 
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in the techniques of producing the same types of goods. In this 
manner the total physical outputs of all the different goods could 
increase in countries which have no frontier and whose population 
and rate of capital investment are constant. This would involve 
an increase in the average amount of goods produced per capita, 
but such progress would still be crude and lose its point unless a 
greater variety of goods and services could be introduced. Such 
a type of production growth would finally result only in an abun- 
dance of the basic necessities or perhaps in more leisure time. 
Parenthetically, it may be pointed out that if the physical produc- 
tion growth were restricted to either or both of these first two 
conditions, its measurement would be much less difficult. It is 
the introduction of new industries into an economy which greatly 
complicates the problem of measuring total physical production. 

When improvements in the technology of production serve as 
the means of releasing productive energy to bring about a greater 
variety and a better quality of goods and services, then a manner of 
production growth is attained that is truly indicative of economic 
progress. Because of the lack of a common unit, this third type 
of physical production growth is the most difficult to measure. 
When a wholly new type of good is introduced into an economy, 
there is no basis by which it can be compared with the physical 
production in previous years. 

Production growth in any modern economy is the combined 
resultant of these three conditions. In no case do we find any one 
of these conditions as the sole explanation of production growth, 
but often one of the three may dominate the others. Thus in the 
United States of today, the third type is dominant. Population 
growth has slowed down to less than one-half of one per cent per 
year and, with the exception of a little increase in land irrigated 
and drained, the frontier of arable agricultural land is gone. Some 
have feared that, with the passing of this frontier, past rates of 
production growth could not be maintained. But the improve- 
ments in technology and the increased variety of goods and services 
yielded by an ever expanding field of manufactures have provided 
a new economic frontier. It requires, however, more ingenuity 
to push this new frontier outward and to regain balance after 
changes have been made. It also requires more ingenuity to 
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measure the changes in physical production when this frontier 
is pushed outward and new kinds of goods are introduced into the 
economy. Frequent revisions of the list of goods which comprise 
the sample upon which the production index is based become 
necessary. These necessitate recalculating the entire index upon 
a new base. 


Ill 


A considerable number of particular factors influence the trend 
of production in our modern economy. E. C. Bratt has compiled 
a very comprehensive summary of them and after some analysis 
has classified them on the basis of how they have influenced the 
growth of physical production in the past.* 


I. Factors which have exerted a large influence in making for an upward 
growth 
1. Changes in technological ability 
2. Savings 


Il. Factors which have exerted a mild influence in making for an upward 
growth 
3. Population growth 
4. Efficiency of selling and distribution 


Ill. Factors which have exerted no appreciable influence in making for an 
upward growth 

5. Proportion of the gainfully employed to the total population 

6. Extent to which new capital has been put to the most economic 
uses 

7. Condition of the natural resources 

8. Violence of the cyclical movement 

g. Extent to which profitable exchanges are permitted with 
foreign countries 

10. Any permanent or semipermanent lack of balance 


IV. Factors which have exerted a negative influence on upward growth 
11. Average length of the working week for capital and labor 
12. Nature of the demand 


3 E. C. Bratt, Business Cycles and Forecasting, p. 60. 
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Some of these factors are self-explanatory as they are stated; 
others may need brief clarification. In the case of factor (5), the 
changing age composition of the population may affect the propor- 
tion of those gainfully employed or the quality of those gainfully 
employed. To illustrate factor (6), if the Securities and Exchange 
Commission is able to prevent savings from being wasted on fraudu- 
lently promoted securities, it is reasonable to expect that physical 
production will benefit from this. 

Factor (8), the violence of the cyclical movement, is related to 
the trend of physical production in this manner. Since, as the 
Brookings Institution has shown, industry operates on the average 
of only 80 per cent of its full capacity in the peaks of prosperity, 
the greater the amplitude of future cycles, the more unused capacity 
there will be. Factor (10), any permanent or semipermanent lack 
of balance, has to do with the forces which create price rigidity of 
any sort which would unduly restrict sales. Some forms which 
this factor may take are monopoly-priced products or artificially 
maintained wage rates. In the case of factor (12), for example, the 
demand may shift to fewer units of goods of better quality, or 
from physical goods to services. Obviously, unless adjustment is 
made, and none of the present production indexes make such 
adjustment, such shifts in demand will exert a downward influence 
on the total physical production. At least 10 of these 12 trend- 
determining factors are institutional in nature. Whether they are 
manipulated in such a way as to cause growth or decline in the 
volume of physical production is a matter of the human will. The 
decision as to how they are to be manipulated may not necessarily 
be the will of the majority of humans, but the decision rests in 
the mind of some person or persons. Any attempt to predict 
future human decisions rests upon an uncertain basis, but E. C. 
Bratc has, after careful analysis, reclassified some of the 12 trend- 
determining factors on the basis of their probable future effects on 
physical production growth.‘ 


I. Factors which will in the future exert a greater positive influence on 
upward growth. 
1. The extent to which new capital will be placed in the most 
economical uses 


4 Ibid., pp. 60-61. 
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2. The efficiency of selling and distribution 
Il. Factors which will in the future exert a greater negative influence on 
upward growth 
1. The violence of the cyclical movement 
2. The extent to which profitable exchanges are permitted with 
foreign countries 
3. Any permanent or semipermanent lack of balance 


In the final analysis, the answer as to whether it is possible to 
maintain the past positive rate of production growth is that the 
matter largely depends on human decisions. Since 10 of the 12 
trend-determining factors are institutional, upward production 
growth depends on the manner in which these institutions are 
handled. By improving certain institutions such as removing the 
barriers to international trade, reducing the violence of the busi- 
ness cycle, removing the monopolistic limitations on output, and 
not imposing penalties on efficient methods of distribution, it 
might even be possible to accelerate production growth. The 
greatest threat to maintaining past rates of production growth is 
the danger of the manipulation of certain institutional trend-deter- 
mining factors by selfish interests. 

Changes in the technological ability and the condition of the 
natural resources are the two factors which are not fundamentally 
institutional in nature, although they may greatly influence insti- 
tutions. The changes in the technological ability are products of 
the human mind but not necessarily of the human will. Although 
necessity is said to be the mother of invention, nothing can abso- 
lutely guarantee that new inventions will be forthcoming at a 
given rate. It seems, however, reasonable to doubt that further 
technological advance will cease. 

The condition of the natural resources is not an institutional 
factor. It is a physical or natural factor; but the existing institu- 
tions have a great deal to do with the matter of what materials are 
considered resources. Existing institutions also influence the 
methods for locating, extracting, and utilizing many of the natural 
resources. 

The question has been raised whether the past rates of production 
growth have been attained only at the expense of rapidly depleting 
our natural capital. Has society enjoyed an increasingly large real 
income only in the sense of a prodigal that is rapidly exhausting a 
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legacy which cannot be replaced? Some examinations of the con- 
dition of the natural resources have been made in an attempt to 
find an answer to this question. 

From the standpoint of their exhaustibility, the natural resources 
may be tentatively separated into the following categories: 


1. Resources with consumptive uses whose stock cannot be replaced 
2. Resources with durative uses whose stock cannot be replaced 
3. Resources whose stock can be replaced 


The first category is obviously the one which causes the greatest 
concern about our future material welfare. Petroleum and coal 
are the two most important items which it includes. Once these 
products are used, they are gone forever. The metallic elements 
comprise the second group. Once extracted from nature, they are 
never replaced, but they yield more or less durative uses. A few 
iron objects are known to have been in use for more than 2000 years. 
Furthermore, when metallic goods have outlived their usefulness, 
it often is possible to recover the scrap metal to be reprocessed for 
further new uses. The third category includes such resources as 
forests, fish, and agricultural soil. In the sense that the formation 
of entirely new soil is a very lengthy geological process, perhaps 
soil should be placed in the first or second category, but in the 
sense that sterile soil with scientific treatment can be made produc- 
tive within the period of a few years, it belongs in the third cate- 
gory of the replaceable resources. As the need arises, fish and 
lumber are, unless the stock becomes extinct, capable of being 
replaced within a very short length of time from the geological 
point of view. 

Numerous studies have been made of the condition of the natural 
resources and the possible length of time that they can last. Un- 
fortunately, precise conclusions are impossible because there is no 
way of foreseeing the discovery of new ore deposits nor of predeter- 
mining the exact rate at which future consumption will proceed. 
The most pertinent data‘ available concerning the condition of the 
major natural resources, however, reveals that sudden exhaustion 
of any key resource is not imminent. 


5 The sources of these data included Bulletins of the American Association of Petroleum Geol- 
ogists, the Minerals Yearbook, and the Statistical Abstract. 
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The average condition of the natural resources is slowly and 
surely deteriorating. Human ingenuity has accepted this chal- 
lenge to material welfare and has met it effectively either by im- 
proved methods in the extraction and utilization of the poorer 
grades of resources or by the perfection of cheaper substitutes. 
Since no abrupt exhaustion of the reserves of any key resource 
seems imminent, there is no reason to think that this challenge 
will not continue to be met in the future. 

It remains to be re-emphasized that most of the factors which 
could cause a decline in production growth are institutional in 
nature. Therefore whether we enjoy a positive rate of production 
growth is largely a matter of human choice. Future growth in 
physical production is in far greater jeopardy from the selfish 
manipulation of the institutional trend-determining factors than 
from the deterioration of the natural resources. With proper han- 
dling of the institutional factors, it should be possible, not only 
to maintain the past rate of production growth per capita, but 
perhaps even to accelerate it somewhat. 


FOOTNOTES TO TABLE I 
Construction of the table: 


The average annual rates of growth were derived by fitting a trend line to the logarithms 
of the indexes used, by the method of least squares. This yielded average annual constant 
logarithmic growths which, when converted into natural numbers, become average annual rates 
of growth. These rates are expressed as percentages in the table. 

Inasmuch as the rates of growth derived in this manner are greatly influenced by the size 
of the initial and final items, great care was exercised in the choice of the five overlapping 30- 
year periods. The choice was made with reference to the Table of Turning Dates of American 
Business Cycles constructed by Wesley C. Mitchell and Arthur F. Burns, so that none of the 
30-year periods began nor ended in either a peak of great prosperity or a trough of deep de- 
pression. Statistical bias is not completely avoided by this arrangement, but at least it is 
minimized. 

Sources of the data: 


I. Basic production 
1. Warren and Pearson. (I) This is Warren and Pearson's index of total basic produc- 
tion with variable weights based on the relative total values of the series included 
in the index. Only portions of the index were used in these calculations. The entire 
index embraces the period, 1839-1932. 

It is to be noted that this index is fundamentally different from the Warren and Pear- 
son index described below. Source: Warren and Pearson, ‘“The Physical Volume of 
Production in the United States,’’ Cornell University Agricultural Experiment Station, 
Memoir No. 144, pp. 6-7. 
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II. Industrial production 


Il. 


I. 


W. M. Persons. This is part of Persons’ ‘‘segmentary”’ index of total production. 
This entire index extends back to 1860. Source: Persons, Forecasting Business Cycles, 
Pp- 170-171. 


. Standard Statistics. Standard Trade and Securities, Statistical Section, Section D, p. 25. 


The full length of this index extends back to 1884. 


. Barron’s. This is also Barron’s index of crop production, industrial production, and 


trade. W.-M. Persons, Barron's Indexes of Business since 1899, no pagination. 


. Federal Reserve Index, computed on an annual basis back to 1900 by W. Thomas. 


Years 1900-1918, Federal Reserve Bulletin, Vol. XVII, Jan., 1931, p. 46; years 1919-1937, 
Federal Reserve Bulletin, Vol. XXIV, Feb., 1938, p. 152. 


. Babson index of manufactures. It is the most important component of the Babson 


business volume index. Source: Photostatic copies furnished through the courtesy 
of Mr. H. C. Baldwin of Babson’s College Service Department. 


General Production 


I. 
2. 


W. M. Persons, Forecasting Business Cycles, pp. 170-171. 

Warren and Pearson (II). This is Warren and Pearson's index of total basic produc- 
tion with variable annual weights based on value plus value-added by manufacture. 
This index can be considered as an index of the general physical volume of production 
only because it includes manufactures through its system of weights. Otherwise the 
index is directly composed of just raw material and power series. Just a part of the 
index is used here. The whole index embraces the period of 1839-1932. Warren and 
Pearson, ‘“The Physical Volume of Production in the United States,’’ Cornell Univer- 
sity Agricultural Experiment Station, Memoir No. 144, pp. 6-7. 


. Barron’s. Persons, W.M. Barron's Indexes of Business since 1899, Barron's Publishing 


Co., Boston, 1936, no pagination. 


. Brookings Institution's index of the composite physical volume of production. 


Nourse, E. G., America’s Capacity to Produce, p. 547. 


IV. National Income Deflated 


I. 


These data are derived from estimates of the national income deflated as published by 
the National Bureau of Economic Research. Sources: King, The National Income and 
Its Purchasing Power, p. 70, for the years 1909-1918; Kuznets, The National Bureau of 
Economic Research, Bulletin No. 66, Sept. 27, 1937, p. 2 for the years 1919-1935. 


V. Population 


I. 


Persons, Barron's Indexes of Business since 1899. Barron’s Publishing Co., Boston, 
1936, No pagination. 
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ECONOMIC FACTORS IN THE DEVELOPMENT OF 
CANADIAN-AMERICAN TRADE 


VERA REYNOLDS KILDUFF 
Webber College 


When Canada attained the status of a self-governing dominion 
in 1867, the value of commodities shipped from that country to 
the United States averaged around $25,000,000 a year while the 
Canadian market absorbed approximately $20,000,000 worth of 
American goods. In 1929 the values of trans-border shipments 
reached the peak figures of $500,000,000 for the southward flow 
and almost $900,000,000 for the stream moving northward.! The 
vast proportions of this intercountry trade and its remarkably 
persistent growth warrant consideration of the factors which have 
motivated and directed the development. 


1 Unless otherwise stated, data on the trade are based on a statistical study of the figures 
published in the annual reports issued by the two countries, 1869 to 1936: U. S. Department 
of Commerce, Bureau of Foreign and Domestic Commerce, Foreign Commerce and Navigation of 
the United States and Dominion Bureau of Statistics, External Trade Branch, Trade of Canada. 
In the case of both countries, imports are evaluated according to their market value in the 
“*principal markets of the country from which exported,’’ according to the definition of terms 
found in the prefatory pages of Foreign Commerce etc. The data used in this article are ‘general 
imports’ in the case of the United States and “‘imports entered for consumption”’ in the case 
of Canada. These crude statistics were analyzed in order to facilitate a measurement of (1) 
the volume of trade (a) in absolute terms and (4) in relative terms—i.c., variations throughout 
the period; and (2) the character of the trade by (4) class of commodity and (6) degree of 
manufacture. Owing to doubtful comparability of export data, the analysis was based 
chiefly on figures for imports. The attempt to measure in terms of volume rather than values 
presented obvious difficulties. Such an attempt appeared to be necessary, however, in view 
of the wide fluctuations in prices during the period. Considerable care was expended in the 
selection of price-indexes for making adjustment. Since approximately one-half of Canada's 
imports was derived from the United States throughout the period, any index of general im- 
port prices for the Dominion was influenced considerably by the prices of such products in 
the United States. Consequently, the indexes used for adjusting imports into Canada (both 
from the United States and from all countries) were Mr. Kenneth Taylor's index of Canadian 
import prices, total imports and commodity groups, 1869-1915 (1900= 100) (see K. W. Taylor, 
“Statistics of Foreign Trade," Statistical Contributions to Canadian Economic History, Vol. 1, p.2) 
and the Dominion Bureau of Statistics index of wholesale prices of imports into Canada, 1913- 
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Physiographical, economic, political and social forces all played 
a part in this large-scale commercial interchange. This discussion 
is concerned chiefly with the economic factors, which may be 
defined as those factors arising through the relationship of man to 
his environment—more specifically, through his utilization of 
natural resources in such a way as to attain or maintain a certain 
level of living. 


I 


The reasons for complementary trade are so obvious that there 
is no need to enlarge upon them here. The basis for commerce 
along these lines is demonstrated in the exchange of Canadian 
nickel and asbestos for American cotton and citrus fruits. 

A crucial problem, faced by those who pioneered in the exploita- 
tion of the New World was the shortage of capital and labor in 
relation to abundant natural resources. This circumstance was 
turned to good account in the evolution of American industrial 
technique, which maximized labor productivity by the use of a 
high proportion of mechanical power per worker. As the supply 
of capital in the United States became less scarce, the stream of 
investment was diverted to fields where greater opportunities for 
profits were envisioned and the exploitation of Canada’s resources 
was facilitated by the use of capital funds from both the United 
States and Europe. 

Although originally both countries had to deal with the same 
problem regarding the equipment of productive factors and 
although the same methods of solution were applied in each case, 
the existence of a time-lag in the operation of these forces and in 
the consequent realignment of the factors afforded opportunities 





1936 (1926=100). The change of base and of methods of weighting as between these two in- 
dexes was deemed a disadvantage which was more than offset by the suitability of these 
particular indexes for application to the data in hand. The figures for American imports were 
adjusted by the U. S. Bureau of Labor Statistics index of wholesale prices. In certain cases 
(indicated by footnotes to the text of this article) adjustment has been made by using the 
index numbers of import prices, total imports and economic classes, compiled by the U. S. 
Department of Commerce, Bureau of Foreign and Domestic Commerce. In order to guard 
against inaccuracies resulting from limitations in the deflators chosen, and at the same time 
to appease those who are sceptical of deflation én toto, calculations were made with unadjusted, 
as well as adjusted, values throughout and both results were subjected to careful appraisal. 
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for an active interchange of goods and services. Aspects of 
this development conducive to such trading may be enumerated 
as follows: 

(1) Products which were capable of production in both coun- 
tries entered the transborder flow as the extensive margin of cul- 
tivation or exploitation embraced previously untapped areas of 
the appropriate natural resources. This development gave rise 
to an interregional flow of commodities within each political 
unit as well as across the Canadian-American border. 

One illustration is afforded by the westward and northward 
shift of the area of wheat production. The northern half of the 
continent contained originally so vast an area suitable for the 
growth of this cereal at comparatively low cost that, as the soil 
became exhausted in one region, it was less profitable to apply a 
different combination of the productive agents in the raising of 
wheat than to shift the exhausted land to other uses and to culti- 
vate wheat on virgin land. At the time of Canadian Confedera- 
tion (1867) the wheat frontier had moved westward from the At- 
lantic states to the region of the Great Lakes and the industry 
was flourishing in the province of Ontario and the states of Illinois, 
Wisconsin and Indiana.? As the opportunity for obtaining free 
land in the United States began to diminish, homesteaders pushed 
northward to exploit the wheatlands of the Prairie Provinces of 
Canada.* 

This movement exerted both a fostering and an inhibiting in- 
fluence upon transborder trade. It fostered the exchange of goods 
in at least four ways: (4) Many of the settlers were Americans; 
others had had agricultural experience in the United States and 
appreciated its value in coping with the similar problems of the 
Canadian rural economy. Hence, there was a wholesale importa- 
tion of American technique in the alienation of public lands and 
in the methods of production and handling of grain.‘ This in- 
volved a northerly movement of capital goods in the shape of 
agricultural machinery and parts, machinery for handling grain 


2 Duncan Alexander MacGibbon, The Canadian Grain Trade, pp. 15-16; H. U. Faulkner, 
American Economic History, p. 255. 

3 James B. Hedges, Building the Canadian West, p. 8. 

‘ Ibid., pp. 6 ff; James B. Hedges, The Federal Railway Land Subsidy Policy of Canada, chap. I. 
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at points of shipment and equipment for flour-mills.’ (6) The 
great increase in freight tonnage led to extension of transportation 
facilities in Canada,* much of the equipment being purchased in 
the United States. On the other hand, considerable use was made 
of similar facilities to the south by routing exports of grain to 
Europe from the lake terminals through the coastal ports of New 
England, especially Portland, Maine. (¢) Wheat production 
in Western Canada expanded more rapidly than the milling indus- 
try. Hence, there arose the practice of shipping wheat south 
for milling in transit to European markets. (d) The settlement 
of the Prairie Provinces provided a market for certain consumers’ 
goods from the United States, notably automobiles, citrus fruits, 
early peaches, pears and berries, dried fruits, canned foods, motion 
pictures and periodicals. ° 

An offsetting tendency toward the restriction of transborder 
trade was evidenced in two directions: (@) Since both sections of 
the prairie region were engaged in the production of the same staple 
for sale in a world market, the transborder movement in that par- 
ticular area \ost in significance. The North Dakotan and the Mani- 
toban became rivals in the European market and therefore each 
sought to gain alleged advantages over the other in his own domes- 
tic field by political devices aimed at a restriction of trade. (0) 
The specialization of industry, made possible in each country by 
improvements in transportation and communication, enhanced 
the importance of the domestic markets. In both cases the indus- 
trial East clamored for privileges in its own western outlet for the 
goods which it was able to produce. This principle was implicit 
in the protective policies which were formulated at Washington 
and Ottawa. There is reason to believe, however, that concen- 
tration on the domestic market in Canada tended to affect trans- 
border trade by shifting its character rather than by restricting its 
total volume. The industrialization of the Central Provinces 
engendered an inflow of producers’ goods for the use of manu- 

5 Canada, Board of Inquiry into Cost of Living, Report of the Board, Ottawa, 1915, Vol. II, 
p- 917, Table XIII. 

6 In Canada, from 1871 to 1891, the increase in wheat acreage was from 1.6 to 2.7 million 
acres; in railroad mileage in operation, from 2,695 to 13,838 miles; and in freight tonnage, 


from 5.7 (year 1875) to 21.8 million tons. Dominion Bureau of Statistics, Canada Year Book, 
1912, pp. xiv-xv. 
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facturers in that region instead of finished goods for immediate 
consumption in all parts of the country. 

A second example of regional shift is found in the migration of 
the pulp and paper industry. Until recently the kinds of wood 
used chiefly for pulping were spruce and hemlock. When the 
northeastern forests of the United States had begun to show signs 
of depletion, American capital assisted in the exploitation of the 
vast supplies of softwoods in the Dominion.’ The industry con- 
tinued to grow in both countries until the middle 1920's, when 
American production began to decline,* and the relative positions 
underwent a considerable change. In 1913 the output of news- 
print in the United States was almost three and one-half times as 
great as that of Canada;* in 1938 it amounted to somewhat less 
than one-third of the volume of Canadian production.’° Since 
the northeastern states comprise the world’s best market for news- 
print paper, the stimulus which such a transition has effected in 
intercountry trade is apparent. The proportion of this product 
in the value of total domestic exports to the south increased from 
approximately 10 per cent in the fiscal year 1919-20 to almost 25 
per cent in 1929-30.'! At the same time, there was a brisk demand 
for American machinery for equipment of pulp and paper mills and 
for the development of hydroelectric power stations in relation 
to this and other industries. 

(2) The adoption by Canadians of the American technique for 
dealing with the problem of the relatively greater mobility of 
capital than labor resulted in the organization of industry in such 
a way as to give a high ratio of capital to labor. This furnished 
a demand for importations of machinery of all kinds from the 
United States? for the equipment of new plants during the period 


7 Herbert Marshall, F. A. Southard and K. W. Taylor, Canadian-American Industry, pp. 
36-37. 

8 Statistical Abstract of the United States, 1932, p. 680. 

®U. S. Federal Trade Commission, Report of the Federal Trade Commission on the Newsprint 
Paper Industry, June 13, 1917, p. 32- 

10 Canada Year Book, 1940, p. 271. 

| Trade of Canada. 

12 More than three-fourths of total importations of industrial machinery (excluding agri- 
cultural) into Canada originated in the United States each year from 1913 to 1936. In 1929 
and 1930 the proportion was as high as 91 per cent. Trade of Canada. 
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of industrial expansion. As a secondary part of this development 
we may note that the application of such capitalistically-efficient 
labor to such abundant natural resources made possible a high 
standard of living (relative to European levels) and hence there 
developed a valuable market in the Dominion for consumers’ 
products, such as fruits,'* novelties and amusement goods. 

In addition to the transfers which occur as a result of differences 
in the relative scarcity of the factors, there are others which arise 
for the sake of marketing convenience. They include the follow- 
ing: 

(1) Movements resulting from the geographical location, with 
respect to the chief consuming markets, of resources which are 
being utilized regionally in each country. For example, as the 
supply of softwoods in the eastern part of the United States has 
become depleted, there has been a tendency for the Atlantic states 
to rely upon the forests of eastern Canada for a certain type of lum- 
ber while the markets further west are supplied from native or 
British Columbian sources. 

Various farm commodities enter into the transborder trade on 
the basis of marketing convenience. This fact was recognized as 
a logical development in ine different plans for reciprocity in 
natural products which have been promulgated from time to time. 
In the case of perishable articles, such as fresh fruits and dairy 
products, and of commodities which have considerable bulk in 
comparison with their value, such as potatoes and root crops, the 
advantage of reducing the distance between producing and consum- 
ing areas (both temporally and spatially) needs little emphasis. 

(2) The northward movement of specialized lines of goods. 
The difference in absolute size of population between the United 
States and Canada renders profitable the importation by the less 
densely populated country of commodities such as certain standard 
sizes of containers and wrappers, rolling-mill products of various 
types, seal-making machines, rotary bottle labelers, belt-operated 

18 For example, in the year 1934, despite Canadian tariff measures which discriminated 
against the American product, 77 per cent of the lemons, 60 per cent of the oranges and 4o per 
cent of the grapefruit exported from the United States were destined for the Canadian market. 
The Dominion was still the best customer for oranges and lemons but was exceeded by the 


United Kingdom in purchases of grapefruit. Foreign Commerce and Navigation of the United 
States. 
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sand blast barrels, certain kinds of ice crushers, and a wide variety 
of machine tools." 


II 


A careful study of Canadian-American trade statistics suggests 
division of the historical development into six stages, as follows: 

1. The early days of the Canadian Confederation. In 1867 the 
stage was already set for expansion in both the extractive and the 
manufacturing industries of the young Dominion but actual 
exploitation of potential resources had scarcely begun.'® A 
mushroom growth of plants for the manufacture of cotton textiles, 
boots and shoes, and the processing of farm products was the 
Canadian manifestation of boom conditions throughout the 
world.'*® The northward flow of commodities was greatly stimu- 
lated as a result. 

2. The period of retarded growth (middle seventies to middle 
nineties). These two decades comprised a period of expansion 
on both sides of the border but the tempo of internal acceleration 
was greater than that in the external sphere. The westward 
migration of population was increasing the latitudinal channels of 
commerce between specialized regions—a development which 
necessitated the construction of transcontinental railroads which, 
in turn, promoted further settlement. An important feature of 
the period for Canada was the growth of the dairy industry and 
the development of a brisk export trade with the United Kingdom 
in animal, dairy and poultry products. This new trade was con- 
nected with Canadian-American relations in two ways. The 
technique of cheese-making was first borrowed by the province of 
Ontario from the state of New York in 1864; total exports of cheese 


14 In 1934 there were almost 200 plants in Canada engaged in the production of machinery 
but the greater part of the product comprised durable consumers’ goods, notably household 
equipment, and such production goods as office machinery. Consequently, while Canadian 
output for that year was valued at almost $28,000,000, total imports at approximately 
$19,000,000 (of which 78 per cent came from the United States), and total exports at $5,000,000, 
the type of goods imported was predominantly industrial. However, it is noteworthy that 
Canadian output of mining and metallurgical machinery (1934) exceeded importations of 
such from the United States in value. Dominion Bureau of Statistics, Census of Industry, The 
Machinery Industry of Canada (Ottawa, annually). 

18 Adam Shortt and A. G. Doughty, Canada and its Provinces, Vol. IX, pp. 95-109. 

16 Ibid., pp. 122-125. 
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from Canada grew from 8,000,000 pounds in 1871 to 106,000,000 
pounds in 1891.17 The tariff policy of the United States had prac- 
tically excluded Canadian farm products from their natural outlet 
to the south, thus inducing the farmers of Ontario to study other 
markets (especially the British) and to concentrate on producing 
the type and quality of product which would find a ready sale at 
such points. As a result of this shift in the utilization of agricul- 
tural resources, wool-growing gave way in large measure to dairy- 
ing and exportations of raw wool to the United States declined.18 

Emphasis upon domestic and overseas commerce must not be 
permitted to overshadow the fact that transborder trade was a 
considerable item during the period although its rate of growth 
was comparatively'® slow. The chief commodities which moved 
northward in this trade were raw materials (such as cotton, leaf 
tobacco and hard woods), fuels (coal and illuminating oils) for 
the new industries, and machinery of various types. Forest 
products were still predominant in Canada’s exports to the south. 

3. The period of rapid growth (middle nineties to World War 
I). This was the era of greatest activity in intercountry com- 
merce, when such transactions increased at a greater rate per annum 
than the total trade of either country. Large-scale expansion in 
all sections of the Dominion economy was facilitated by borrowed 
funds,*° a large proportion of which was spent in the purchase of 
iron and steel products, fuels, nonferrous metals and raw cotton 
from the United States. The southward flow of goods was also 
characterized by a pronounced upward trend, due largely to in- 
creased shipments of minerals and forest products. 

4. The period of World War I. Since this article is concerned 
with secular developments of transborder commerce, random 
dislocations occasioned by the period of hostilities require only 
brief mention. The manner in which the agricultural, industrial 


17 Canada Year Book, 1912. See also J. A. Ruddick et al., The Dairy Industry of Canada, p. 5. 

18 U. S. Congress, House, Commercial Relations, 50th Cong., 1st sess., H. Exec. Doc. 402 
(1886 and 1887), p. 519. 

19 T.¢., compared with (4) the growth of domestic and overseas trade and (6) its own 
growth in subsequent periods. During these two decades the northward flow increased only 
moderately while the southward movement did little more than hold its own. 

20 Marshall, Southard and Taylor, op. cit., p. 299; S. A. Cudmore, History of the World's 
Commerce, p. 251. 
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and financial resources of the Western Hemisphere were drawn 
upon by the combatant nations necessitated a rapid rate of ex- 
pansion in each of these fields. The resultant growth in foreign 
trade was much more pronounced in value than in volume owing 
to the universal price inflation. However, the adjusted value of 
total imports into both countries was more than 4o per cent 
greater in the calendar year 1920 than in the fiscal year 1914-15.?! 
In Canada the actual volume of imports (as measured by these 
adjusted values) was somewhat less at the end of the war than dur- 
ing the boom year of 1913. The increase in transborder transac- 
tions, as between the years 1914-15 and 1920, was approximately 
50 per cent for the northward movement and 75 per cent for ship- 
ments to the United States from Canada. The dislocation of 
European industries naturally tended to induce closer commercial 
relations between the two neighboring countries and many of 
these ties became so closely cemented as to endure after peacetime 
readjustments had been made.” 

5. The period of postwar reconstruction and expansion. The 
decade of the twenties was marked by an annual rate of increase 
in transborder transactions which was somewhat less than that of 
the prewar period. Canada’s purchases from the United States 
grew more rapidly than total American exports but Canadian 
shipments to the south did not keep pace with Dominion sales to 
all countries. 

There is no need to enlarge upon the difficulties attendant upon 
the reorganization of an industrial, commercial and financial 
structure, the interstitial parts of which had been distorted in 
response to wartime demands. That was a problem which was 
faced by all the nations of the Western world in 1920 and various 
measures were adopted toward its solution or evasion. In the 
United States and Canada, the harshness of readjustment was super- 
ficially sweetened by burrowing further into the apparently limit- 
less reserves of natural wealth. In the former, the boom in the 

*1 Canadian data deflated by the Dominion Bureau of Statistics index of import prices 
(1926 = 100); U. S. data by U.S.B.L.S. index of wholesale prices (1926 = 100). 

22 E.g., the Canadian chemical industry was relatively insignificant before the war but 
was developed at a rapid rate in response to unprecedented demand. (See Henry Laureys, 


The Foreign Trade of Canada, p.5.) Since that time, exports of acids, fertilizers, sodium com- 
pounds have comprised a valuable part of Canadian shipments across the border. 
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automotive, construction and ancillary industries temporarily 
obscured fundamental maladjustments in other parts of the indus- 
trial sphere, while a splurge of foreign investment maintained 
the internal rate of profits at an attractive level. In the Dominion, 
another period of large-scale borrowing facilitated further ex- 
pansion, notably in mining, water power development and rail- 
road building. 

The acute stage of readjustment ended in 1922, when both 
countries embarked upon a wave of brisk internal expansion. 
Imports into the United States, both total and Canadian, continued 
to increase fairly consistently after that year whereas imports into 
Canada fluctuated until 1924 about a point approximately equal 
to the level of the year 1912. This interval of torpidity in Canada’s 
trade was caused chiefly by monetary difficulties, which ended 
when the Canadian dollar regained parity in New York in 1924. 
The subsequent years of prosperity comprised another phase of the 
process of exploitation of Dominion resources—a process which 
had been interrupted** by the war. Capital continued to be im- 
ported, chiefly from the United States,?4 and the funds were ex- 
pended largely for the development of water power, mining 
and manufacturing facilities. The mechanization of Canadian 
agriculture had a direct effect upon the northward movement of:— 
(a) motorized farm machinery and trucks or of accessories for the 
same when produced in Canadian plants; (d) large quantities of 
fuels for the operation of these machines; (¢) construction equip- 
ment and materials for use in the road-building program which 
was necessitated by the increased volume and weight of traffic 
resulting from this development. Payments upon these acquisi- 
tions were made by disposal in the European market of a large 
volume of farm products, especially wheat. Hence, the demand 
for American goods in the Canadian West and the security of 
American investment in provincial bonds and in industries which 
served this region became functions of conditions in the European 


23 That is not to say that the process was brought to a standstill by the War but that the 
pattern of development was distorted temporarily. 

24 J. Courtland Elliott, ‘“The Movement of Capital,”’ Proceedings of the Conference on Canadian- 
American Affairs, The St. Lawrence University, 1935, p. 77- 
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(or, more precisely, the British) markets for the agricultural and 
animal products of the Prairie Provinces. 

During the decade the volume of exports of nonferrous metals 
from Canada to the United States increased more than that of any 
other commodity group. This nonferrous metal group occupies a 
less strategic position in total exports from the Dominion and in 
total imports into the United States than in transborder traffic, 
indicating the importance to Canadian producers of the large 
market at their very door and the convenience to American in- 
dustrialists of this readily accessible source of indispensable metals, 
alloys and abrasives. The significance of the American market 
is particularly apparent in the case of asbestos, the Canadian mining 
industry and the American asbestos manufacturing industry being 
mutually interdependent. 

Widespread use of the automobile induced transborder activity 
in a number of ways, e.g.; (@) the sale of American-made vehicles 
in the Dominion;?* (6) the increased interdependence of the in- 
dustrial structures of the two countries through the establishment 
of branch plants in Canada for the assembly or manufacture of 
such vehicles from imported engines and parts;*? (¢) the growth of 
the automotive subsidiary industries in each country, stimulating 
the movement of such products as nickel and cadmium from north 
to south and of rubber and precipitated barium sulphate in the 
reverse flow; (d) the greatly increased demand for petroleum 
products, which was met in Canada by importations from the 
south; (¢) the movement of construction materials and specialized 
machinery for Canadian road-building; and (f) the expansion of 
the tourist trade. 


25 Note that one-half of the Canadian mines are owned by American manufacturers for the 
purpose of insuring adequate supplies of this raw material. See M. M. Mendels, ‘‘The As- 
bestos Industry of Canada,’’ McGill] University Economic Series, No. 14, 1930. 

26 The number of automobile passenger cars and chassis (except electric) shipped from 
United States to Canada was 10,000 (15 per cent of total exports of such commodities) in 1922 
and 42,000 (13 per cent of total) in 1929. For the same years, shipments of motor trucks, 
buses and chassis numbered 1,257 (11 per cent of total) and 5,694 (3 per cent of total) re- 
spectively. 

27 Exports to Canada of American engines for passenger cars increased from 29,000 (76 per 
cent of total exports of such) in 1923 to 105,000 (97 per cent of total) in 1928. 
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6. The period of depression and partial recovery. During the 
early thirties the volume of transborder trade in both directions 
declined to a greater extent than did the trade of each country 
with the rest of the world.2* The following factors serve to 
furnish at least a partial explanation of this phenomenon :— 

(a) The depreciation of sterling in terms of the American dollar 
rendered extremely difficult the triangular transfers by which 
Canadian-American trade is implemented. This problem was 
aggravated by the widening gap between the prices of foodstuffs 
which Canada sells to the United Kingdom and the finished metal 
products which comprise a large part of Canada’s purchases from 
the United States. If the year 1926 is accepted as a ‘‘normal”’ 
one with regard to the import-export relationship, it is significant 
to learn that the index number of wholesale prices of Canadian 
exports had fallen from too in that year to 54.9 in 1932 and that 
the index for agricultural and vegetable products (which comprised 
almost 50 per cent of the value of those exports in 1926) stood at 
40.4. The index of wholesale prices of Canada’s imports (1926 = 
100) was 70.5 in 1932 and those for iron and steel products and 
nonmetallic minerals (which groups together comprised 44 per 
cent of total imports in value in 1926) were 91.1 and 84.8 respec- 
tively.2° The relative prices of the goods which Canada sold to 
the United States were more favorable than those of its shipments 
to Europe*® but less favorable with regard to purchases from that 
country than they had been in 1926. Thus Canada was in the 
position of attempting to meet payments, the value of which was 
depreciating only slightly or even appreciating (in the case of 


28 This statement is based on the results obtained from adjusting the figures for total im- 
ports into United States from all countries for the years 1929 and 1932 by the U. S. Department 
of Commerce index of import prices. In the case of imports from Canada, each economic class 
was deflated by the Department of Commerce index for that particular class. According to 
this computation, imports from Canada decreased by 47 per cent and those from all countries 
by 39 per cent. In the case of the northward movement, comparison was made between the 
values for American and total imports into Canada, adjusted as described in note 1. The 
necessity for using a somewhat different technique in measurement of the southward flow is 
due to the specialized character of imports from Canada (in which wood products and paper 
predominate) as compared with imports from other countries. 

29Source for index numbers: Dominion Bureau of Statistics, Prices and Price Indexes 
(monthly). 

30 The index number of exports from Canada of wood products and paper, 1932, was 68.1 
and that of nonferrous metals, 65.2 (1926 = 100 in all cases). 
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certain fixed payments on capital account)*! while the accustomed 
means of payment were diminishing at an alarming rate. In such 
circumstances the transference of purchasing from the United 
States to the United Kingdom, wherever feasible, was not only 
advantageous but imperative.* 

The spread between the Canadian and the American dollar 
would ordinarily have been a factor conducive to increased move- 
ment of commodities from Canada to the United States. In 
this instance, offsetting forces were operative such as the slug- 
gishness of demand in the United States for the type of goods which 
Canada could supply and the fact that the currencies of a number 
of other countries were also depreciated in terms of the dollar. In 
fact, it is probably realistic to say that the value of the American 
dollar was high rather than that the Canadian dollar was low. 
Tariff manipulation in both countries, motivated avowedly by the 
desire to divert a portion of the trade into other channels, em- 
phasized the general condition of commercial dislocation. 

(b) The nature of the goods which predominate in the trans- 
border movements renders this trade particularly vulnerable in 
times of industrial contraction. It has been pointed out that a 
large part of the commodities consist of producers’ goods and it is 
in this segment of the industrial structure that the effects of cycli- 
cal disturbances are manifested with greatest promptness and 
severity. In the field of consumers’ goods, the products which 
move northward are largely semiluxuries; in times of stringency 
such goods are among the first to be dispensed with in the bud- 
getary revisions of final consumers. The automobile industry 
was affected, not only by an absolute decline in registrations, 
but also by the tendency for owners to replace their cars less 
frequently and to operate them less freely. This latter tendency 
reduced the demand for fuel, spare parts, etc., thus curtailing 
purchases of the type of commodity which is particularly im- 
portant in American exports to the Dominion. 


81 On this subject see W. T. G. Hackett, ‘Canada’s Optional Payment Bonds,’’ Canadian 
Journal of Economics and Political Science, Vol. I, no. 2. 

2 The proportion of Canada’s imports derived from the United States was 68.6 per cent in 
1929 and 60.8 per cent in 1932; from the United Kingdom, 15.3 per cent and 18.4 per cent for 
the same years. This proportion is based on values. If a similar computation for volume 
were made, the divergence would be wider, owing to the price spreads noted above. 
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The downward trend in transborder commerce was reversed 
after 1932-33 with continued expansion in the Canadian mining 
industry,** some modification of tariff barriers through the Trade 
Agreements of 1935 and 1938, and certain random factors such as 
the American gold policy, the demand in the United States during 
periods of drought for agricultural and animal products, and the 
demand for alcoholic beverages during the first years after the 
repeal of prohibition. However, by May, 1940, the volume of 
transborder transactions had not reached predepression levels. 

In concluding this brief review of the historical development of 
Canadian-American trade, the operation of economic factors as 
stimuli to intercountry trade may be expressed succinctly in terms 
of the movement of capital into the Dominion for the exploitation 
of abundant natural resources. The geographical proximity of 
the two countries and the similarity of the problems involved in 
the industrial development of each favored the expenditure of a 
large part of the borrowed funds for the transfer of both the means 
and the mode of production from the more highly industrialized 
country to the less. The exceptionally high rate of growth 
demonstrated by this trade in certain periods appears to have been 
a function of this developmental process. Thus the United States, 
having expedited its own industrialization by drawing upon the 
financial and technological resources of Europe, was able to pass 
on the benefits of its own superior industrial maturity to its neigh- 
bor. Economically, the forty-ninth parallel had merely latitudinal 
significance in the evolution of the industrial structure of the 
continent. 


Ii 


At the present time, transborder trade is a significant part of the 
programs which are being worked out in each country as a result 
of the international conflict. It is possible that the entire Canadian 
economy may be profoundly modified by developments growing 
out of this situation. The demands of mechanized warfare have 
led to the expansion of existing industries as well as the encourage- 
ment of new enterprises in the Dominion. The Economist reports 
that “‘there is hardly a weapon of modern warfare that is not being 


33 Canada Year Book, 1937, Pp. 357- 





DEVELOPMENT OF CANADIAN-AMERICAN TRADE 215 


made in quantity in Canada.’’** Such a development has sharp 
repercussions on Canadian-American trade. Canada’s purchases 
from her neighbor were 50 per cent greater in value in 1940 (total 
value, $744,000,000) than in the previous year (total value, 
$497,000,000).** It is true that part of this enhanced value was 
due to the premium on the American dollar in Canada but the 
chief cause is to be found in Dominion demand for ‘‘essential war 
materials.’’** The southward flow also increased, although in a 
less spectacular fashion. The value of Canadian exports to the 
United States rose from $380,000,000 in 1939 to $443,000,000 in 
1940.*? 

The diversion of Canada’s industrial activity toward the satis- 
faction of wartime needs has changed the character, as well as the 
volume, of transborder transactions. The machine tool industry 
of the Dominion is able to supply only 20 per cent of present needs; 
practically all of the remaining 80 per cent is imported from the 
United States.** Hence, it is not surprising to find that the com- 
modity group registering the greatest increase in 1940 was machin- 
ery and vehicles, followed by steel and steel-making materials 
and nonmetallic minerals, such as coal and petroleum.**® It should 
be noted that the commodities just listed predominate in Canada’s 
normal importations from the south; however, recent developments 
have resulted in rapid increase in demand for such industrial goods, 
partly at the expense of the luxury and amusement goods, which 
comprise an important part of peacetime trade. The principal 
group of commodities in the southward flow is still wood and 
paper products, with nonferrous metals in second place.‘® 

As a result of the developments just described, the Dominion has 
faced an increasingly serious problem of transfer in the attempt to 
settle a passive balance with the United States on both commodity 


34 The Economist (London), Apr. 26, 1941, p. $47- 

35 The Royal Bank of Canada, Monthly Letter, Apr., 1941, Pp. 4. 

36 Loc. cit. 

37 Loc. cit. 

88 U. S. Department of Commerce, Bureau of Foreign and Domestic Commerce, Foreign 
Commerce Weekly, Mar. 22, 1941, p. 478. 

39 Winifred Maroney, ‘‘Effect of Wartime Developments on United States Exports to 
Canada,"’ ibid., Feb. 8, 1941, p. 225. 

40 Royal Bank of Canada, op. cit., p. 4. 
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and investment accounts. The customary method of transferring 
sterling balances (which accrue through the sale of agricultural 
and mineral products in the United Kingdom) to American dollars 
has been prevented by British exchange control. Furthermore, 
Canada’s purchases from the United States have risen more rapidly 
than sales to the United Kingdom.*! Various steps have been 
taken to deal with this situation. 

One approach to the problem has been restriction of the type of 
commodities imported into Canada and of the use of foreign ex- 
change in an attempt to conserve the supply of American dollars 
for making payments essential to the war effort. In December, 
1940, the importation from non-Empire countries of certain 
commodities, such as passenger automobiles, radios, clothing, 
musical instruments, fiction magazines, glassware and toiletries 
was prohibited.4* The ban on passenger cars was subsequently 
changed to a quota.** Heavy excise taxes on domestic production 
of these “‘luxury’’ goods is part of the program. At the same 
time, an effort is being made to divert purchasing to Empire 
sources, wherever possible. 

Another method of attack—and possibly a more constructive 
one from the long-term point of view—has been the increasing 
cooperation between the two neighboring countries in the study 
of current problems and the preparation of a coordinated program 
for defense. The two economies are now linked by the joint 
American-Canadian Defense Board and by a joint commission for 
the purpose of working out priorities for war materials. Under 
the Hyde Park Agreement between the United States and Canada, 
April, 1941, the United States is expected to spend between 
$200,000,000 and $300,000,000 on war materials from Canada 
during the next 12 months. It was also agreed that American sup- 
plies and components imported into Canada for use in filling British 
war orders might be charged to Lend-Lease appropriations.“ 

The foregoing brief outline of ‘‘emergency’’ effects upon trans- 
border trade is sufficient to indicate an increasing interdependence 


l Loc. cit. 

"2 Foreign Commerce Weekly, Feb. 8, 1941, pp. 227 and 229. 
43 Thid., March 22, 1941, p. 478. 

“4 Thid., June 14, 1941, p. 451. 
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of the economic structures of the two nations. At the present 
time, it is impossible to predict how many of these changes will 
persist after the restoration of peace. In the light of past experi- 
ence, it appears that expansion in the Dominion is the chief 
economic motivating force in increasing Canadian-American 
commerce.‘® Another wave of expansion might be expected to 
lead to a brisk movement of producers’ equipment and materials 
during the early exploitative stage, the persistence of this transfer 
depending upon the extent to which the discovery of new re- 
sources and the increase in Canada’s population reduced that 
country’s disadvantage in the production of heavy goods and 
specialties. 

Apart from transfers depending upon large-scale expansion of 
Canadian industry, a considerable volume of trade is maintained 
and may continue to grow at a modest rate under ‘‘normal’’ 
peacetime conditions on the basis of the exchange of products, 
which are noncompetitive because of differences in conditions of 
supply in the two countries. The movement of goods of this type 
will depend largely upon the political strength of the producers 
in the higher-cost regions. The regional transfer of goods (pro- 
duced in each country) for the sake of marketing convenience is 
economically logical. Here, again, the opposition of domestic 
producers in the more distant regions is likely to be encountered. 
Hence, the growth of commerce in goods which are competitively 
produced, but could be exchanged with benefit, will depend largely 
upon the manner in which legislative and administrative bodies 
see fit to compromise between the public interest and the vested 
interests of particular producers. The difficulties involved in 
effecting a satisfactory compromise are demonstrated in the pro- 
tracted negotiations attendant upon the formulation or revision 
of a trade agreement. It is possible that the experiences of the 
joint coordinating boards during the present period of conflict 
may provide workable formulae for the solution of some of these 
difficulties under more ‘‘normal’’ conditions. 


45 Note that this force has demonstrated such strength as to stimulate growth of commerce 
even in the face of extreme protective policies in Washington and Ottawa. Such policies un- 
doubtedly were effective in changing the character of the goods exchanged; it is not certain 
that they caused a decline in the total volume of transactions. 








GOVERNMENT PRICE FIXING IN ITALY, 1922-1940 
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Government price control, originally intended as a device for 
direct control in case of war or in other emergencies, is nowadays 
considered one of the main characteristics of all regulated econ- 
omies. Since any present-day economic setup contains a certain 
amount of price regulation, the effectiveness of such control seems 
to be the main issue. The Italian experience in government price 
fixing shows a complete picture of a system of control, originally 
planned as a measure to be used in cases of emergency, and sub- 
sequently extended and utilized through manifold devices. 
Whether the final effectiveness of such a system is proportionate 
to its complexity is a matter of serious consideration for the 
political scientist and for the economist. 


I 


The Italian government control of prices from the advent of 
Fascism in 1922 until 1935 (the eve of the Ethiopian campaign) 
was mostly a direct control.! Public officials tried to manipulate 
market prices of several commodities regardless, at least at first, 
of the effect on supply and demand. This was intended to protect 
the consumer against a sudden price rise and to prohibit monopoly 
profits for distributors. Usually regulated prices were set roughly 
without sufficient study of the market. The commodities regu- 
lated were generally basic foods and articles necessary to the 
laboring class. 

In 1924 when food prices increased sharply because of the poor 
wheat harvest and the rate of exchange, the Ministry of National 
Economy appointed, on October 24, a committee to fix prices of 


1 See Jules Backman, Government Price Fixing, pp. 2, 11 ff., and F. W. Taussig, “‘Price-Fixing 
as Seen by a Price-Fixer,"’ Quarterly Journal of Economics, XX XIII, 71-106, 205-41. 
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the important foods. Apparently the conclusions the committee 
reached affected only the baking of bread, for it was ordered that 
as high a percentage of dark flour as possible be used in the popu- 
lar bread to hold to a minimum the rise in cost and to prevent waste 
of the nutritious elements in wheat. 

In accord with the decision ox the Provincial Economic Councils? 
and of the pertinent occupational groups, the government, on 
December 16, 1926, empowered some local officials to fix in their 
territory the retail prices of the principal foods. These local 
commissions, called Inter-Syndical Committees, were to study (2) 
production costs of marginal producers, (2) differences in food 
quality, and (3) marketing costs. They were to decrease the cost 
of living in proportion to the appreciation of the lira and especially 
to eliminate existing disproportionate discrepancies between 
retail and wholesale prices. Probably because of the magnitude 
of the task, the scheme was neither very efficient nor very effective. 
This was also due to division of authority between the local 
officials representing the administration of the Fascist party and 
the occupational associations delegates. This lack of unity often 
prevented an exact statement of the type of control desired. The 
local administration had mostly in mind the same sort of emergency* 
supervision for foods as previously exercised, especially during the 
first World War; and the delegates of the occupational associations 
(mostly of processors and retailers) wanted to limit the official 
check and substitute a new system of self-control more in harmony 
with the scheme of the new corporative setup. 

Apparently the Inter-Syndical Committees never even attempted 
a careful study of the production costs of marginal producers. 
But in this case the practical use of such a study can be questioned. 
The committees set a few prices by debate, but even those were 
maintained only for short periods. Sometimes, under political 
pressure, they fixed the price too low, and it had to be changed. 
Among other commodities, fresh and cold storage meats were 
regulated in 1927; each quality was to be clearly identified, properly 


2 These councils can be compared with the chambers of commerce in the United States, but 
they are government-controlled offices. 

3 See M. J. Bonn, ‘‘Price Regulation,"’ Encyclopaedia of Social Sciences, X11, 257; and Riccardo 
Bachi, Principit di Scienza Economica, 1, 177. 
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priced, and so labeled. Also existing rents of stores and apart- 
ments were frozen and maximum levels were set for vacant apart- 
ments. After 1930 the work of these committees ceased to be of 
practical consequence. 

For the next four years after 1930, there was, generally speaking, 
no direct price fixing. Nevertheless the various agencies having 
power over the retail trade, and over public opinion, such as the 
Fascist party, local authorities, syndicates, etc., succeeded fre- 
quently in lowering and stabilizing prices of various commodities 
for some time. However, the fact that in this second period the 
general world-wide price trend was downward aided materially 
the government’s deflationary policy without any special regu- 
lation. 

In 1930 the government reduced wages to keep them in propor- 
tion to the rapid lowering of prices. At the same time the Na- 
tional Federation of Real Estate Owners, at the suggestion of the 
Ministry of Corporation, reduced rents 10 per cent. These decrees 
and others, frequently uncoordinated, increasingly affected the 
Italian price trend and accentuated their rigidity. 

Surveying the levels of prices used in the calculations of Pro- 
fessor Bachi’s index numbers in Italy,‘ the number of commodities 
with unchanged prices for two consecutive months from 1927- 
1932 jumped from 38 per cent to 50 per cent (see Table I). 

In 1934 a new campaign for central, state-wide price fixing to 
cover many commodities was launched. The purpose of this 
campaign was to keep the commodity prices in the same relation- 
ship in terms of purchasing power as they were supposed to have 
been before 1934. The decreee of April 14, 1934, reduced the rents 
of apartments by 12 per cent; of stores, offices, hotels, etc. by 15 
per cent. These rents were stabilized for three years. 

Meanwhile the government persuaded retailers to cut prices, 
and lined up public opinion behind the cut. The Fascist Confeder- 
ation of Tradesmen tried to promote a system of control which 
would depend merely on the announcement of maximum prices. 
The appeal stressed mainly party loyalty. But this method 
steadied prices only for short periods (two or three months all 
together) in spite of heavy direct pressure on the retailers, whole- 


4 See Riccardo Bachi, Rivista di Politica Economica, Mar., 1938, p. 306. 
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salers and manufacturers being left free to manage their own 
pfices. 

On June 16, 1934, the secretary of the Fascist party sent out 
definite orders to the party secretaries in each province to regularize 
local price enforcement. Only the revived Inter-Syndical Com- 
mittees in each province could issue price lists. The maximum- 
price list included maximum prices of charcoal and of 21 principal 


TABLE I 


PercentaGeE Frequency or Commopities (Constperep IN Prorsssor Bacnat's InpEx 
Numsers) Wuosz Prices Remainep UNcHANGED For Two Monts 





















































ANNUAL 
YEARS | JAN. FEB. | MAR. APR. MAY JUNE | JULY | AUG. | SEPT.| OCT. NOV. | DEC. AVER- 
AGE 
1920 29.4 
1921 
1921 28.9 
1922 36.0 
1923 44-5 
1924 39-6 
1925 42.1 
1926 43-1 
1927 | 33-3] 36.5] 42.1] 35-7] 22.2] 31.7] 47-6] 39-7] 42-1] 41.2] 44.4] 40.5] 38.1 
1928 48.9] 48.9] 45-7] 51-6) 48.7] 47.6] 56.2] 45.3] 49-2] 46.1] 47-5] 44.6 
1929 | 44-9] 42-0] 43-5] §0--| 45-6] 55-7] 50--| 55-1] 47-1| 46-4] 55-1] 45-7] 48-4 
1930 | §0.0} 46.4) 42.8) 48.6) 41.2] 42.8] 44.2] 52.9] 43-4] 42-8] 45-7] 39-1] 45-0 
1931 | 37-9) 43-6} 50.8) 47.9] 49-3] 45-7] 44-3] 55-8) 51-5] 42-2] 47-9] 50--] 47-2 
1932 | 48.6] 45.8] 49.3] 50.7] 46.5] 52-8] 53-4] 47-2] 49-3] 48.6] 52.8] 56.9] 50.2 
1933 | 46.7] 50.0] 60.-| 53.3] 49-3] 55-3] 54-7] 62-7] 48.7) 52-7] 61.3] 56.-| 54-2 
1934 | §7-3| 62.-| 58.6] 61.3] 55.3] 62.-] 59.3] 68.7] 56.-| 53-3] 56-7] 56.6] 58.9 
1935 | 53-3] 61.3] 40.6) 56.3) 49.3] 53-5] 49-3] 48-7] 38-7] 43-7] 41-5] 43-7] 48-3 
1936 | 47.9] 47-2] 55-6] 60.6] 50.7] 57-7] 60.6] 49.3] 52.1] 66.2] 72.5] 75.4] §8.- 
1937 | §2-§] 71-2] 71.2] 65.4] 75.5] 63.3] 72-6] 77-7] 71-9] 71-9] 61.9] 82.-| 69.8 





Source: R. Bachi, Rivista di Politica Economica, Mar., 1938, p. 308. 


foods: bread, wheat flour, other flours, cornmeal, rice, dried beans, 
potatoes, beef, fresh pork, sausage, dried codfish, eggs, lard, salt 
pork, cheese, butter, olive oil, sugar, roasted coffee and milk. 
An “‘indicative’’ price list was also issued. It was voluntary and 
included the highest practicable prices for various commodities 
and covered many more items and varieties than the compulsory 
lists. Since it was not compulsory neither retailers nor con- | 


5 See also Henry S. Miller, Price Control in Fascist Italy, pp. 23-24. 
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sumers considered the second list binding. Other regulations 
issued by the party secretary compelled the local committees to 
intensify action against hoarding and speculation. 

Though the addition of new commodity prices raised Professor 
Bachi’s index of artificial stability to 58.9 per cent in 1934, the 
central party authorities perceived the inefficiency of local control 
without central regulation. But general recovery from the depths 
of the depression and heavy government buying to prepare for the 
colonial campaign temporarily ran up prices disproportionately in 
different provinces.* With the opening of the Ethiopian cam- 
paign opportunity for speculation flourished. 

The party directorate concentrated on the price problem by 
creating the Permanent Committee for Control over Prices, which 
first met October 16, 1935. This committee, Italy’s first direct 
unified control of prices, was established during a period of national 
sacrifice, under the pressure of political propaganda. Its avowed 
purpose was to prevent great market variations and undue rise in 
living costs during the war, and during the accompanying League 
of Nations economic sanctions. 

The work of the Inter-Syndical Committees was resumed in the 
provinces under the coordination of the Permanent Committee, 
whose membership included representatives of the ministries of 
the Interior, Agriculture and Forests, Finance, Communications, 
Press and Propaganda, of the Undersecretariat for Foreign Exchange 
and Foreign Trade, Central Institute of Statistics, and of each 
Fascist federation of employers and employees. 

At first control was concentrated on the previously mentioned 21 
foods, but later it was extended to many more articles and varieties 
of articles. The Permanent Committee concluded that in order to 
be effective direct price fixing had to be linked with indirect con- 
trol of production and consumption, but nothing much has been 
achieved in this field. Actually the Permanent Committee con- 
cerned itself chiefly with common foods or with raw materials for 
foods. For instance, it inaugurated, in November, 1935, a “‘meat- 
less day’’ by closing all meat markets, in addition to the already 
observed meatless Friday. On Wednesday beef, poultry, and pork 

6 The figure for 1935 showing a decrease in the index of artificial stability of Italian prices 


is probably to be explained by the reshuffling of prices of several commodities in consequence 
of the preparation for the Ethopian campaign. 
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were prohibited, and restaurants could not serve the prohibited 
meats. People were urged to eat fish. 

Summarizing the whole experience from 1927 to 1935, one may 
say that Fascist price fixing was mostly concerned with foods and 
housing. This control was direct in character, political in pur- 
pose and method. Briefly the first goal was to protect the wage 
earner’s budget from price increases, especially where these were 
due to profiteering by the retailer. Moral compulsion through 
patriotic persuasion against changing price levels was the ordinary 
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method of enforcement. But as a rule this was supplemented with 
sanctions, a procedure probably more justified by the special con- 
ditions of the moment than by their economic bases. 

In practice this policy of price fixing often consisted of the con- 
tinuous enforcement of various generally increasing price levels of 
a given commodity. This characteristic trend is shown in the 
behavior of prices of commodities of primary importance such as 
wheat, potatoes, cottonseed—and other seed oil, coffee and sugar 
(see Chart I). From the viewpoint of business cycles, the govern- 
ment used the policy to divorce price from temporary fluctua- 
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tions and create artificially normal conditions. In other words, 
between a regime of free competition and the above one of emer- 
gency prices there is no difference in dynamics over long periods, 
because the emergency regime tries to adapt itself to the theoretical 
trend of the former. In short periods, however, price dynamics 
are entirely different because competition should keep prices fluid 
while the emergency policy freezes them. 


Il 


Probably the only definite exception to the rule of direct control 
before 1935 was the price regulation of bread, flour, and wheat. 
Since 1926 the government has attempted to reach full economic 
self-sufficiency in regard to wheat and energetically tried to sta- 
bilize the price level of this basic commodity. In the process the 
government had to plan a complete price policy in this field. 

On August 13, 1926, by royal decree special control commissions 
established in each province took jurisdiction over the baking of 
bread and the processing of wheat. Foremost among these was 
the new Central Market Committee. Its purpose was to limit the 
sale of luxury bread, the sweetening of flour, and the use of flour for 
pastry. The commissions were to check on the current price of 
wheat, and to determine the price for flour and wheat by-products. 
In their deliberations’ the fundamental elements they considered 
were: (1) the current price of wheat and flour, (2) the milling costs, 
(3) the risk due to fluctuation of price, (4) the current price of 
wheat by-products (5) equitable industrial profit. In 1932 the 
types of bread and flour by weight and quality were more clearly 
defined. 

In spite of the fact that they did not exactly follow the fore- 
going points, the purposes and the working of the Provincial Com- 
missions and the Central Committee showed a more complete 
system of direct and indirect control for bread than for any other 
commodity. In fact the trend of the wheat price in Italy seems to 
be largely independent of the wheat market in the United States 
and in the world (Chart II). 

In 1939 to the technical committee of the Corporation of Cereals 
was entrusted the organizing of research on technical data con- 


7 See Henry S. Miller, op. cét., p. 16. 
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cerning the milling and breadmaking processes. The same 
corporation left the fixing of the price of bread in each province, 
like any other price, to the Provincial Economic Councils of Cor- 
porations. ® 


Ii 


The corporative regime of prices from 1935 to 1939 shows a more 
definite tendency towards a double control, direct and indirect. 
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The monetary reform of 1936 was the immediate occasion for the 
change from direct control to a wider, more general one, especially 
including indirect means. Of course, the control over the level 
of prices through the control of consumption and distribution did 
not begin in Italy just at the end of 1936. The Italian government 
used various devices for indirect price fixing before 1936, but it was 
especially in that year that it gave the movement towards a general 


8 ‘La Corporazione dei Cereali,"’ Rivista di Politica Economica, July-Aug., 1939, P- 7313 
and Sec. VI. of this article. 
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control of prices a more centralized organization. It was in this 
year that Mussolini launched his program of economic self- 
sufficiency. 

When Italy gave up the principle of foreign exchange stability 
and reduced the gold content of the lira, the government adopted 
a managed currency to increase exports to foreign countries and 
reduce foreign imports to Italy. The purpose generally was (1) 
to soften the consequences of devaluation of the lira in the domestic 
commodity market, and (2) to minimize the effect of the prices of 
imported foreign goods on internal price levels. 

Monetary stratagems in the hands of many governments nowa- 
days supplement commercial policy in order to achieve certain 
results in international exchange. The Italian government used 
these maneuvers to try to prevent a disparity between exchange and 
prices in the domestic market. Generally governments obtain 
these results by increasing inflexibility of some prices and curbing 
or delaying changes in the comparative positions of different groups 
of incomes in the internal economic organization. 

Italian government authorities in charge of the new control not 
only established the price for each commodity, but determined the 
conditions affecting the whole system of internal exchange. This 
regime controls (1) the establishment of new plants, (2) the exist- 
ing relationships between different groups in the Italian market, 
i.e., manufacturers and wholesalers, distributors and retailers, 
etc., (3) every international transaction concerning goods as well 
as credit, currency, and foreign investments, and (4) the supply 
and distribution of primary commodities, domestic and foreign. 
From a more general point of view, the fundamental devices for 
indirect price fixing the Italian government used can be summed up 
as follows: (1) limitation of available supply (control of produc- 
tion, regulation of imports, regulation of exports), (2) limitation 
of demand (through direct coercion, through psychological coer- 
cion, or regulation of consumption), (3) control of the money and 
capital market. 

The official purpose of this control was no longer to protect 
primarily a large class of consumers against certain price increases, 
but to supervise the market process according to recently adopted 
self-sufficiency schemes. The two preoccupations of the govern- 
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ment were, therefore, first, to give manufacturers the opportunity 
of producing the required amount of commodities under the new 
programs of autarchy, and second, to keep the necessary price in- 
crease at a tolerable level for the impoverished customer’s budget. 

Government regulation of supply and control over prices was 
extended to entire industries. The most conspicuous example is 
the oil industry, where a special office regulating imports, exports, 
and the distribution of all kinds of oil was established in October, 
1934.° In 1934 the Italian Silk Office!® was created to control the 
domestic production of silk. In 1936 it undertook the task of 
fixing prices. In 1937, the sulphur industry and Carrara marble 
quatrying were reorganized under governmental control." The 
main purpose here was, together with the limitation of supply, 
the fixing of prices and selling terms. The development of cartels 
along national lines, having as a main task the fixing of prices and 
the control of supply, has been outlined in a recent article.! 

To get a reaction in the price trend consistent with what the gov- 
ernment expects, control of supply involves not only control of 
actual supply, but even control of the potential plant capacity. 
Italy has decreed that the establishment of each new industrial 
factory must be previously approved by the Corporations, where 
representatives of the existing companies and of their workers are 
allowed to express their opinions on the subject. This device, 
instituted to restrict the establishment of new industries during the 
world depression, continued under the self-sufficiency plans. The 
government's present policy is to encourage the establishment of 
new industries or expansion of the existing ones connected with 
national defense or self-sufficiency, regardless of the views of the 
existing firms. Consequently the government created and em- 
powered the Interministerial Committee for Self-Sufficiency to 
authorize the establishment of the new plants without the usual 
procedure, therefore without the approval of the Corporations. 

The approval of new plants is, moreover, reviewed by the Com- 
mission for War Products and the authorities who deal with 

9 L’ Economia Italiana nel Sessennio 1931-36, Banca d'Italia, p. 1639. 

10 Ibid., p. 789. 

1 Jbid., p. 1029. 


12 See Fausto R. Pitigliani, ‘“The Development of Italian Cartels under Fascism,"’ Journal 
of Political Economy, June, 1940. 
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general industrial mobilization all over the country. At the same 
time actual and potential production of substitutes was put under 
control. For instance the government gave full authority in the 
distribution of cotton to a special technical organization named 
the Istituto Cotoniero, which must prescribe the amount of sub- 
stitutes, such as artificial textiles or hemp, to be used in the total 
production of cotton goods throughout the country. 

To insure stability in prices, the compulsory storage system was 
established. The old voluntary storage pools of grain and some 
other agricultural goods were not very efficient, for when a short- 
age appeared the peasants simply sold their holdings to specu- 
lators at the best prices they could get. The government, on the 
other hand, found itself buying only the surpluses of good years. 
Since 1935, therefore, storage for wheat, wool, and some other 
products has been compulsory in Italy. 

There is no normal price behavior separate from the fluctuation 
of demand. Authorities, when controlling prices, cannot limit 
themselves to pools and stocks of materials held by businessmen, 
manufacturers or local authorities, or to the control of actual pro- 
duction of each industry. To get the effect on prices which it 
desires, the government must control and influence the consumer's 
demand. This is a difficult problem since the trend of demand 
differs widely according to the types of consumption. Control 
Over consumption is especially difficult when maintained over a 
long period of time, or when applied to daily necessities which 
cannot be replaced easily, such as wheat flour for the baking in- 
dustry. In Italy the government sought to use substitutes such 
as rice flour and dried bean flour with wheat flour, but the people 
were dissatisfied. On the other hand the progressive reduction of 
gasoline consumption in private motorcars was enforced mainly 
through such drastic increases in price that it was tantamount to 
complete stoppage of the use of private cars. 

For some items, such as steel in the building industry, it was 
easy to control demand by restricting or preventing new con- 
struction. Sometimes permits were granted only for buildings in 
which steel consumption was held to an indispensable minimum. 
During the Ethiopian campaign the Commission for War Products 
fixed such minimum limits. After the campaign this commission 
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continued to limit and organize consumption and distribution of all 
goods whose use is fundamentally important in war. Likewise in 
1935 the commission established a government monopoly of cop- 
per, tin, nickel and various other metals. 

Change in public taste is an important element affecting the 
demand for a commodity. An outstanding characteristic of 
totalitarian regimes is the creation of a moral imperative, along 
with the use of coercion. During the Ethiopian campaign, the 
government asked citizens to limit the consumption of meat. This 
restriction was accepted because of national pride, especially 
under pressure of League of Nations sanctions. Later the Fascist 
government wanted to discourage coffee-drinking, chiefly because 
of a shortage of foreign exchange. This sacrifice, however, the 
political significance of which did not seem to be understood, met 
with disfavor. There are certain restrictions which cannot be 
continuously and indefinitely enforced, and any government must 
take this fact into account in asking people to limit their use of 
food and luxuries. 

The possibilities for the development of industry are influenced 
by government devices in controlling the money market, such as 
changes in the interest rate. Moreover Italian banks have prac- 
tically no freedom in selecting investments for their money. The 
Italian government can easily direct private capital toward the 
industries it wishes to encourage. It is sufficient to quote one of 
the recent (December, 1938) decisions of the Committee for the 
Defense of Savings and Credit Administration: ‘‘In accordance 
with the decisions of the Supreme Commission for Self-Sufficiency, 
which have established that the financing of the new plants for 
self-sufficiency is to be accomplished by using national savings, the 
Committee for the Defense of Savings has decided that even banks 
collecting short-term savings are compelled to pledge a consider- 
able part of their funds for the creation of these plants. There- 
fore, the banks will buy the stocks that the Istituto Mobiliare 
Italiano will issue, and place them before the public.’’™ 

In consequence, in totalitarian governments more than else- 
where private savings are no longer at the free disposal of owners 


18"I] Finanziamento dei piani autarchici,’’ Révista di Politica Economica, Jan., 1939, 
pp. 66-67. 
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or their trustees, but they become another economic weapon in 
the hands of the government. Unfavorable political events or the 
misuse of private savings in government-controlled industries 
may discourage people from saving, but until now the increase of 
power in the hands of government through control of private 
savings seems to be of greater moment than the menace of a possible 
decrease in accumulation of wealth on the part of private investors. 


IV 


The Corporative method of price fixing in its tendency to become 
a general system of control used every device, but in spite of the 
multiplicity of controls there was one field that until recently had 
not been much influenced, a distinctive point of free competition, 
namely, the freedom of an entrepreneur to arrange the internal 
productive organization of his firm in the way he believes most 
efficient. In other words, price-fixing methods of any kind, and 
until now even the Corporative method, have not yet established 
what should be (2) the valuation of the cost of production factors 
and (2) the amount of entrepreneurial profit. 

This aspect the Fascist government did not consider a specific 
concern of price control until 1937. When control passed from 
the Fascist party to the individual Corporations, Italian econ- 
omists focussed their attention for the first time on a new 
object. They thought that to regulate precisely prices of each 
commodity it was necessary to break down exactly the costs of 
production. Corporative authorities must, first of all, solve the 
problem of cost determination. According to Ferruccio Lantini, 
former Italian Minister of Corporations, the methods the Corpora- 
tions must use to determine costs in price fixing are as follows: 
(2) to ascertain the specific costs in individual firms, (2) to ascer- 
tain an average cost of production which can be reduced from the 
sum of individual coefficients in a normal production process, 
(3) to construct an index of costs of production shown in a typical 
firm which is supposed to adopt the technical improvements and 
the most progressive system of management, in order to reach the 
maximum of efficiency and profit. 


M4 Politica Sociale, Feb., 1937. 
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This reference to the representative firm is a well-known Mar- 
shallian concept, and it leads us to believe that he had in mind some 
formula of traditional economics. Some of the doubts raised by 
Marshall's artificial construction of a representative firm are 
revived. 

What is, in fact, the relation between the condition of production 
in an industry as a whole and that of a single firm in that industry? 
In an industry with a constant demand, production is approxi- 
mately constant: therefore the industry is in a condition of equilib- 
rium. This does not imply that all firms involved in this industry 
are necessarily firms in equilibrium. Each firm has dynamic factors 
leading to monopoly which constantly affect its equilibrium. 
These factors may be not only the normal monopolistic structure 
of some enterprises, but even all kinds of skill, managing organiza- 
tion, and quasi-rent. It must be realized that (1) there are different 
classes of firms of different sizes, different legal structure, different 
economic possibilities; (2) even in the size of firms there is a sort 
of continuous variation according to the different stages in the 
economic cycle, therefore, a firm which, at a certain moment, can 
be considered of average size, may at another stage of the business 
cycle, be no longer the right size to be considered typical; (3) the 
more cost accounting has developed the more Marshall's device of 
the representative firm has been discarded; so that it is hard to 
understand how the Corporative authorities could use those 
methods and how their use could help price-fixing in Italy to 
maintain stability of prices in the internal market in comparison 
with external ones. In addition it is important to understand 
that by a representative firm Fascist economists mean a representa- 
tive firm in the Corporative equilibrium. But it must be said that, 
first, Corporative economics is as yet far from being worked out in 
concrete form; second, the political aims of the Corporative state 
are beyond any economic control. The system, therefore, is not 
elastic and is in continuous disequilibrium. It is difficult to 
forecast the reactions of a market in absolutely free competition, 
but it is impossible to forecast the changes that political author- 
ities, directing all the policies of a country, may cause in a general 
trend of business. 

In Italy, the Syndical movement organized labor and employers 
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in a certain definite way. The monetary reform of 1927 produced a 
definite movement of deflation. The Ethiopian campaign and 
monetary reform of 1936 again changed the political and economic 
orientation of the country. These political and economic events 
have basically affected the Corporative structure rather than tested 
its internal stability. 

According to recent Fascist literature, the entrepreneur may take 
as profit only a regular compensation for his time plus the risk 
which cannot be insured. This share must decrease as a result 
of competition with other firms. There is no evidence as to 
whether this economic theory of the entrepreneur’s profit, which is 
rather familiar to some American economists, '® has been practically 
applied; but certainly such an official statement reveals the tend- 
ency, first, toward a control of the entrepreneur's position in the 
enterprise; and, second, toward a limitation of freedom of enter- 
prise, as it has been considered up to now in the countries practising 
free competition. Article 7 of the Labor Charter is extensive 
enough to justify any control of entrepreneurial activity within 
the firm, even though this control has not yet been used: ‘The 
organizer of the enterprise is responsible to the State for the 
management of its production.” 

Direct examples of a drastic limitation of profits can be found, 
especially during the Ethiopian campaign, when dividends of 
stock companies were limited by law to 6 per cent, and the rest of 
the profits were to be invested in Italian treasury bonds, a limita- 
tion later repealed. Subsequent drastic fiscal measures were 
introduced to tax the profit of enterprises on the score that a large 
part of these profits was a result of the war boom. One of the 
first evidences of government interference in industrial processes 
was the power of the new Inter-Industrial Committee for Self- 
Sufficiency to dictate new industrial processes. However, the 
motive of this intervention was more to speed self-sufficiency 
programs than to limit gain; and up to this date the government 
control on costs of production has been rather slight. 


Vv 


Generally, the method of price fixing in the manufacturers’ 
group combinations does not differ very much from one country 


18 See F. B. Hawley, Enterprise and the Productive Process. 
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to another. However in the Italian government price-fixing 
program the following considerations have a certain influence in 
weighting the scale on the manufacturer's side: (1) the multitude 
of workers whose employment depends upon that industry helped 
the employers to fix a remunerative price for their products'*; (2) 
the importance of industrial production was a motive for efficiency 
from a political point of view and as a part of the self-sufficiency 
plan; (3) there is a close financial tie between big business and 
government: several governmental agencies are financing basic 
Italian industries. Consequently the prices of commodities 
produced by cartellized industries were increased much before other 
prices, and the rates of increases were far more substantial. 

The meeting of government representatives and those of the 
industrial groups, during the price-fixing operations, resulted in 
a certain amount of bargaining over price levels and selling terms. 
Sometimes the price level was fixed at a point quite low compared 
with the requests of the manufacturers’ representatives. But 
taking into consideration the possibility of enforcement by legal 
means of terms of payment and the many advantages which the 
government can grant, it is easy to understand why the result 
was favorable to big business, even if its position could not be 
considered an independent one. 


VI 


From a practical point of view, the prices of the most important 
foods and industrial commodities, both wholesale and retail, were 
established in Italy up to 1940 by the Central Corporative Com- 
mittee and by the individual Corporations; and certain local prices 
not applicable to the whole country were fixed by the Provincial 
Councils of Corporative Economics. The businessman, either 
industrialist or middleman, could petition the Ministry of Corpora- 
tions for a change in an existing price. This ministry used to 
keep extensive records of prices and data bearing on the different 
products which the ministry's executives, the Central Corporative 
Committee, and the Corporations could make use of in considering 
changes of prices. 

The main reasons for changing prices as stated by one of the 
former Ministers of Corporations were: (1) the growing scarcity 


16 See F. R. Pitigliani, op. cit., p. 378. 
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of many foreign raw materials as a consequence of increasing 
restrictions on imports; (2) aid given to certain branches of 
production for self-sufficiency purposes; (3) increased prices of 
raw materials in foreign countries resulting from a monopolistic 
policy or of armament programs in those countries; (4) increases 
in rates for ocean transport'’. 

The Corporative regime of prices in its attempt to establish a 
complete system of economic regulations appeals more because of its 
formal logic than does the method of emergency price fixing which 
attempts to affect only the price level of certain commodities. 
Both systems can be regarded principally as political rather than 
economic acts; but in corporative price fixing the concurrence of 
events demanding governmental action is assumed as permanent. 

Public authority no longer wants to reproduce “‘normal”’ 
conditions but wants to create a new trend under the pressure of 
political circumstances. The emergencies used to justify this 
price fixing are not always of a very real nature. The term ‘“‘emer- 
gency’’ has been expanded to include many minor conditions. 
Originally it was used in connection with war or with other 
dangerous, unforeseen courses of events. But Fascist propaganda 
emphasizes the idea of a crisis and the necessity of a state of 
emergency in order to cope with it. The main difficulty of Cor- 
porative price control lies in the very attempt at completeness. 
Therefore, if there is any lack of coordination between various 
elements of control, great discrepancies may arise in the distribu- 
tion of wealth and result in the impoverishment of one class to 
the advantage of another. 

The new price level in Italy under Corporative procedure was 
generally established by a sudden act which disturbed all related 
economic factors. Sometimes the market seemed to discount 
the coming change, with the consequence of provoking an increase 
in the price before the government announcement, since the 
demand is anticipated, or vice versa, where there is an anticipated 
decrease in the price. The same phenomenon is noticed in the 
market where big industrial concerns control some prices and where 
the public expects changes in policy which affect such prices. 
Naturally, the trend of prices in a regime of free competition and 


17 Sindacato e Corporazione, Mar., 1938, p. 350. 
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the trend of prices in a Corporative regime cannot be compared. 
Corporative prices are regulated with a criterion entirely different 
from that underlying a system of free competition. 

Corporative price regulations generally tend to a permanent 
control of the prices of certain goods, and later of all goods. The 
elements of rigidity that this regime imposes on the general price 
system are manifold, and the reaction can be measured only at the 
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transition points from one level to another at relatively long 
intervals. 

Surveying the levels of prices used in the calculation of Professor 
Bach’s index numbers in Italy, we find that the number of com- 
modities whose prices remained without variation in at least 
two consecutive months, jumped from 58.0 per cent to 69.8 per 
cent from 1936 to 1937. For all practical purposes, we can say 
that 70 per cent of the basic commodities of the Italian population 
are artificially stationary in price, so long as short periods of time 
are considered. The last figure is only an average of the entire 
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year 1937, because the figure relating to the month of December, 
1937, shows that 82 per cent of basic commodities had steady prices 
as a result of government control'®. 

The effective changes in supply and demand are, therefore, 
extremely retarded. The starting points for orientation of a 
new trend are represented by the decision of the government, so 
that long periods of stability can be registered between one change 
in the level of prices and the next. These are the most conspicuous 
differences to be noticed in any chart giving the trend of prices in 
Italy and in countries where the control of prices is less complete 
and efficient. For instance, in the United States the general 
price indices show an increase at the beginning of 1937 and a de- 
crease in the second half of 1937 and the first months of 1938. 
The Italian curve of prices, on the contrary, shows a definite in- 
crease until the end of 1937, a sudden jump at the end of the first 
half of 1938 and for the rest a trend absolutely independent of 
world trend (Chart IID). 


Vil 


Due to the lack of detailed and reliable information, the changes 
in Italian price control after the outbreak of the war cannot be 
outlined easily. From the official statements, however, one learns 
that prices, since February, 1940, are no longer established by the 
Central Corporative Committee, nor by the individual Corpora- 
tions, nor by the Provincial Councils of Corporations. Since 
February, 1940, the control of prices has been transferred to a 
Committee for the Coordination of Internal Prices, formed by 
various ministers and other political authorities. Such a co- 
ordination was established for the purpose of avoiding disturbances 
to government rules on foreign exchange, to exports, and to prices 
for internal consumption. Among the first regulations enacted by 
the committee was the freezing of prices, for six months, of coal, 
railroad transportation (in Italy railroads are, to a large extent, 
a government monopoly), sea freights, and thesilk cocoons. This 
clearly shows the reappearance of emergency measures, in case of 
war, as it could have been in any other economic structure, with 
the characteristic temporary immobilization at increasing levels, as 


18 See Riccardo Bachi, Rivista di Politica Economica, July—Aug., 1938, p. 803, and Mar., 1938, 
p. 308. 
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has already been indicated above. The Corporations definitely 
lost after three years what control they still retained. Further- 
more, on September 1, 1940, a general Directorate of Consumption 
was created in the Ministry of Corporations. This bureaucratic 
body is a typical reproduction of the same directorate as was in 
existence during the first World War. Apparently, the govern- 
ment under the strain of the circumstances wants to take back 
in its hands the reins of the economy of the country following the 
typical process of involution to which the Corporative system 
has been constantly subjected in the last six or seven years. 

The Italian experience may be summarized as follows: (1) The 
action of government from 1927 to 1934 was directed largely against 
the fluctuation of prices of the most indispensable products, with the 
object of forbidding speculation and of preventing a shortage of 
food supply. Stable prices were maintained for short periods 
(three or four months) and for a few commodities. This policy, 
therefore, did not affect in any substantial way the trend of Italian 
prices as compared with international ones. (2) The action of the 
government from 1935 up to 1939 indicates an increase of cen- 
tralized control over all prices. Not only are the commodities 
involved much more numerous than before, but indirect price 
fixing was widely resorted to. This general control, namely, 
direct plus indirect, probably affected the prices for a longer period 
than direct control. Nevertheless, it is impossible to establish 
an average duration of stability at each price level. Since the 
present long-range government program was aimed at self-sufh- 
ciency, more as a political than an economic goal, it is hard to 
judge whether reaching that goal will compensate for the resulting 
increase in prices. But, since the Italian market is connected with 
the world market for many primary commodities, a complete 
system of price control, even with a larger self-sufficiency scheme, 
will be ineffective for anything beyond short periods of time. 
(3) The action of the government after 1940 seems again to point 
toward a direct control using the usual procedure of freezing prices 
of the most important products for a certain length of time. The 
fact that this control was entrusted to bureaucratic organs of the 
administration rather than to the Corporations, shows that the 
government did not consider the Corporative control effective 
enough to combat the emergency of the war. 








BOOK REVIEWS 
CAPITALISM, SOCIALISM AND MANAGERIALISM 


We are familiar with the concepts of social organization that 
carry the labels capitalism and socialism. To these has been added 
in James Burnham's The Managerial Revolution’ a concept of what, 
adopting the author's terminology, may be identified as man- 
agerialism. Whereas under capitalism the affairs of a society are 
managed by a property owning class, and under socialism by an 
executive organization representing a classless people, under 
managerialism they will be managed by technicians—those skilled 
in public administration as well as those skilled in production of 
economic goods—having at their command facilities for the pro- 
duction of goods and of services that are owned chiefly by the State. 

This is the most recent of a series of books in the United States 
that have been concerned with inquiry into future social organiza- 
tion. The first was Thorstein Veblen’s The Engineers and the Price 
System, published exactly twenty years ago. Then followed an 
interval of a decade when everyone, book-makers included, was too 
satisfied with the opportunities and enjoyments of the ‘‘new 
economic era’’ to think or write about trends and the future of 
society. To be more exact, there was an occasional article perti- 
nent to this theme in the Bulletin of the Taylor Society that reflected 
the thinking of the most progressive industrial managers and 
engineers. Then appeared George Soule’s A Planned Society in 
1932, a scholarly, conservative exposition; the articles of the 
technocrats in 1932 and 1933 that went all out for management of 
society by engineers and of which the point of view was inter- 
preted most understandingly perhaps by Stuart Chase’s Technocracy: 
An Interpretation in 1933. Three years later appeared Lawrence 
Dennis’ Coming American Fascism, distinguished by a frankness in 
its certitude that the Nazis and the Fascists had found the answer; 

1 James Burnham, The Managerial Revolution: What is Happening in the World; John Day 
Company, Inc., New York, 1941, pp. 285. $2.50. 
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and now, twenty years after Veblen, comes the work under con- 
sideration. It may be of interest, before analyzing this new book, 
to take a look back at Veblen. 

Veblen was one of the greatest of American economists. 
Learned, original and independent in his thinking, he belonged to 
no school. He did not write a formal treatise on economics, but 
he exerted a substantial influence on economic thinking through 
papers of deep penetration, although characterized by a light 
Voltarian touch. Towards the close of the first World War the 
United States was much interested in the U.S.S.R. and in the 
bearing of this new type of social organization on the future of 
capitalism. With a few touches of his intellectual scalpel Veblen 
laid bare the deficiencies of capitalism and the trend towards its 
decline because capitalism could not operate efficiently the techno- 
logical instrument it had created. Nevertheless he assured the 
“Guardians of the Vested Interests’’ that there was no discernible 
prospect in the United States of an outcome similar to that in 
Russia; that there would be no political revolution of which a 
communistic or socialistic minded class could take advantage to 
create a new social order; that in any event the engineers and 
industrial experts, who constitute the General Staff of the industrial 
system and are the only ones in possession of the requisite techno- 
logical information to set up and operate successfully a new order 
of economic society, are too well fed, harmless and docile a group, 
too safe and sane a lot “‘placidly content with the full ‘dinner-pail’ 
which the lieutenants of the Vested Interests habitually allow 
them’’, to undertake the constitution of a new order. Veblen 
concludes his consideration of the matter with speculations on 
the nature of a practicable soviet of technicians, and accords to it a 
frame of functions basically not greatly different from the functions 
of subsequent writers on the same theme. In capacity to portray 
through articles of broad but penetrating generalizations the 
weakness of capitalism as we know it, and to sketch in bold strokes 
the essential requirements of a managed society, Veblen has not 
been surpassed. Nearly all the writers since him have been en- 
gaged more in elaboration of the analysis of the weakness of the 
capitalistic order, and, with advantage of the stimulating, sug- 
gestive and far-reaching world developments since 1929, in boldly 
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filling in innumerable details of a post-capitalistic order. The 
latest, Burnham, is the most detailed and the most positive. He 
assumes objectively, claims no present interest in the right or 
wrong of what is to come to pass, does not wrestle with doubt or 
argue about possible variations; does not attempt to persuade; 
he simply tells us. 

His thesis runs essentially as follows: The critical character- 
istics of the capitalistic system as we have known it are disap- 
pearing. Individualistic private, non-coordinated management 
of major production instruments has failed functionally, and is 
disappearing because, notwithstanding efficiency in detail, of 
overall inefficiency. The fiction of private property remains, but 
effective control and direction of the incidence of income is passing 
from control of nominal ownership into the hands of managers for 
the State. The only alternative theretofore conceived is socialism, 
and where socialism has had an open way it has failed to prove 
adequate. In Russia the transition to managerialism is fairly 
complete; in Germany, Italy and Japan it is maturing; in England 
because of functional necessity in self-preservation it is progressing; 
in the New Deal of the United States it is in a primitive and crude 
stage. The struggle for dominance of managers on behalf of 
society as a whole is on and it will succeed. Social affairs will be 
managed within a frame of State ownership of major instruments 
of production and regulation of the vestiges of numerous minor 
private ownerships. This managing class will have access to and 
control of these facilities, and will regulate the incidence of income. 
This struggle for the dominance of managers will not be character- 
ized by a getting together to work out a class plan of campaign; 
that is not necessary. Intellectuals, philosophers and other 
writers are taking care of the development of their ideology and of 
education of the public. Formal organization is not a condition 
precedent; progress towards dominance by the managing class will 
be marked by a succession of progressive steps forced on them by 
the functional necessity of making the social machine work today, 
tomorrow and the day after. Daily the gap widens between 
managers and capitalists and between managers and workers. 
The managers—political administrators and production technicians 
jointly—are assuming more and more of the technical direction 
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and coordination of production processes and of the flow of in- 
come. The capitalistic role in government is disappearing; 
within government the legislative is losing power in the struggle 
with the executive. Within the surviving frame of capitalism 
control by capitalists is disappearing and a management class 
control is crystallizing; “‘the managers will exploit the rest of 
society as a corporate body; their rights belonging to them not as 
individuals but through the position of actual directing respon- 
sibility which they occupy. They, too, through the possession of 
privilege, power, and command of educational facilities, will be 
able to control, within limits, the personnel of the managerial 
recruits; and the ruling class of managers will thus achieve a 
certain continuity from generation to generation’’. 

In this new economy, says Burnham, it will be unnecessary for 
each branch of industry or for industry as a whole to operate at a 
profit in the capitalistic sense. Money will have a limited use in 
a system of blocked exchanges. The status of labor will be altered 
in the face of a single employer—the State—and assignments and 
transfers of jobs, and rates of pay, will not be left to market bar- 
gaining. The capitalistic type of economic crisis will disappear, 
for the regulation of production and exchange will be planned and 
not left to automatic functioning of the market. Mass unemploy- 
ment will be reduced to a negligible minimum. The long-term 
production curve will again resume its upward trend; new techno- 
logical devices will be more promptly and more fully utilized. 
There will be a greater total output of material goods in relation to 
the total population, and the standard of living will be higher. 
Inevitably difficulties will remain and there will be plenty of con- 
fusion. There will be oppression and quarreling and fighting over 
the spoils. There may be revolutions. But through it all man- 
agement will be in the saddle, for the technological machine must 
be kept going. There may be a dictatorial phase in the evolu- 
tionary process, but historical analogy suggests that eventually 
with consolidation of the structure a democratic phase will emerge. 

Burnham calls attention to the fact that the political system of 
capitalism has been characterized by a number of comparatively 
large nationalities, each claiming sovereignty over itself, and that 
one after another these are losing their sovereignty. Organization 
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on such nationalistic basis is no longer able to satisfy contemporary 
economic and social needs. The pre-1939 system will never be 
restored. Replacement by a single world state would be too vast a 
job; therefore sovereignty will be restricted to a few superstates. 
The outlines of the final result are clear. There will be three world 
areas: one centering on the northeastern and north central United 
States; another on western and northern Europe; the third on Asia. 
These will not necessarily be called the United States, Germany and 
Japan. Among these super-states there will be struggle and con- 
flict. Just as the war of 1914 was the last great war of capitalist 
society, the war of 1939 is the first great war of managerial society. 

All of this is strong medicine. Although reared in a foundation 
of facts now widely accepted, the bulk of this 285-page exposition 
is an impressive exercise of imagination. It may be granted that 
capitalistic society as we know it is weakening; is proving itself 
incompetent to assimilate its own technology into its system, with 
a resultant indigestion that is impairing progressively the health 
of the system. Because it is not likely that peoples will give up 
the prospect of the standard of living potential in the technology, 
efforts will constantly be made to assimilate the technology into 
the system in a manner to make of it a benign force. But assimila- 
tion means as much changing the system to make it more receptive 
as bringing the technology under a control that makes it more 
manageable. Therefore, social organization must evolve pro- 
gressively towards a managed society. But the structure of that 
society; the processes through which it functions—its ideologies 
even—who knows? These may continue to be capitalistic, and 
so labeled, but adjusted to meet the new necessities, and perhaps 
with new groups in control. Burnham has a sound main thesis, 
but to make a book of it he works himself out onto many a limb 
of speculative yet positive assertion that is only his guess. He 
looks through his telescope in normal position at current world 
experiences and sees what all of us see. Then he turns the telescope 
other end to, to look into the future, and he sees the same image. 
In this process of seeing he has forgotten the power of fundamental 
traits of human nature, fundamental social habits of conduct and 
thinking, fundamentals of permanence that carry through from 
century to century. 
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This book is well worth reading, for profound change is going 
on throughout the world, and we should each consider any effort 
to appraise this change; but this book should be read with con- 
stant awareness that it is only one man’s imagination—and that 
this comment is only one man’s reaction. 

New York, N. Y. H. S. Person 


The Social Policy of Nazi Germany. By C. W. Guillebaud. Cam- 
bridge: University Press (N. Y.: Macmillan Co.), 1941. Pp. 134. 
$1.25. 

This little book is one of a series on Current Problems being pub- 
lished in England under the editorship of Ernest Barker. In spite 
of its publication during wartime, it is free from bias and ser- 
monizing on the beauties of democracy and the evils of dictator- 
ships. It is remarkably concise, presenting a great amount of 
information in its few small pages. It covers the following topics: 
the historical background, the new labor laws, the Labor Front, 
the conquest of unemployment, the training of labor, compulsory 
labor service, hours, women and children as workers, home work- 
ers, social insurance, housing, social assistance and population. 

If one wishes to get a preliminary view of the position of labor 
in this country in the not distant years, he should read this book. 
It is not, without doubt, a completely accurate forecast, but it 
gives one a clear view of the probable trends. The Nazi regime 
faced a situation similar to that we shall face when the war is over. 
It asserted the dominance of community interests over those of 
both labor and capital; it abolished the class struggle, making 
the owner a trustee, fixed wages and prices, guaranteed work and 
a livelihood, as well as security against accidents, old age and 
sickness, reorganized the apprenticeship system, introduced uni- 
versal training, carried out extensive housing reforms, and encour- 
aged marriages. It also took away the right to strike, a precious 
freedom no industrial state in dire distress can afford. 

The author points out that the labor policies adopted in England 
in 1940 were so similar to those instituted by the Nazis ‘‘that they 
seem to have been copied from the latter.’’ He finds those policies 
in Germany both popular and successful on the whole. He is not 
sure whether German labor is contented or merely apathetic, but 
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he is quite sure that nothing but distortion and unreality is attained 

by reducing the situation to ‘‘a simple picture of a vast population 

deluded and oppressed by a small number of brutal gangsters.”’ 
Smith College Frank H. HaNnKIns 


The Integration of American Society. By Robert Cooley Angell. 
New York: McGraw-Hill Book Co., 1941. Pp. 228. $2.50. 
Professor Angell has done an important work in presenting one 

approach to the integration of American society which, from all 

vantage points, now seems to be a key problem both in the sci- 
entific study of society and in the direction of the American culture. 

Undoubtedly, a major premise which he presents is fundamental, 

namely, a better adjustment between classes and the elimination 

of distance between different groups. This means in attitudes and 

values as well as in actual relationships. It seems true that a 

minor premise, at least implied, is equally important, namely, that 

the reintegration of agrarian culture in American life might be one 
approach to the enduring, stable American culture. The frame- 
work of his treatment emphasizes the basic importance of institu- 
tional sociology in the study of struggle groups, in the institutional 
units of government, family, church, community, and industry. 

From the viewpoint of the folk-regional approach of sociology 
and from the viewpoint of the scientific and technical ways of 
attaining desired ends, this volume will have to have a supplement. 

More important from this viewpoint than the abstract analyses of 

processes and relationships and of the ideological preachments of 

what ought to be done are the fundamental analyses involved in 
the trends towards centralization, towards urbanization and the 
megalopolitan culture, towards technological determinism. The 
major premise of the regionalist is that it is only through cultural 
and technical decentralization that it is possible to have a real 
reintegration of American culture through the development and 
strengthening of its diversities as constituent and component parts 
of the total culture. The balance and equilibrium between the 
folkways and stateways, between culture and civilization as 
brought out in the normal process of regional growth and culture 
represent an approach which certainly needs a volume to supple- 
ment Professor Angell’s present excellent one. It is rather star- 








BOOK REVIEWS 245 


tling to find so little reference to planning in an age when planning, 
whether right or wrong, permanent or temporary, is the mode of 
work. The new social inventions and social technology compre- 
hended in the whole New Deal program represent a fundamental 
approach to ways and means of doing the thing that Professor 
Angell recommends. 

University of North Carolina Howarp W. Opum 


American State Debts. By B.U. Ratchford. Durham, N.C.: Duke 

University Press, 1941. Pp. xviii, 629. $5.00. 

As government finance students had anticipated, Ratchford’s 
promises to be the standard work on state debts for many decades. 
It reflects long and arduous labor as well as the author’s known 
scholarship. 

The scope of the study is comprehensive, but not exhaustive in 
every direction. Over half of it (through p. 428) is devoted to 
the history of state debts, the last two of these chapters being case 
studies (‘‘Arkansas, A State That Borrowed Too Much”’ and ““The 
Tennessee Debt: A Case Study in Debt Administration’). Chap- 
ters 17 to 20 inclusive have to do with legal aspects of state debt. 
Chapter 21 examines state revenue bonds: and chapter 22, current 
debt service. Chapters 23 and 24 deal respectively with the eco- 
nomic effects and the administration of state debts. A final chap- 
ter summarizes the author's ‘‘Conclusions and Recommendations.” 
There is a solid, but far from exhaustive, bibliography 
(pp. 600-623). 

No review can be an adequate substitute for the perusal of Pro- 
fessor Ratchford’s discussion. However, his views on some more 
important issues arouse comment. It is concluded on the basis of 
orthodox deductive theory that incurring debts normally stimu- 
lates the economy and may be expected to result in increased income 
payments. Debt retirement, on the other hand, impedes the func- 
tioning of economic life, especially if bond holders are mainly 
outside the state (chap. 23). For example, paying debts to credi- 
tors in other states may mean depleting bank reserves (pp. 554-555) 
and thus impair the liquid capital supply. To secure a rough check 
on the reliability of the a priori reasoning a comparison of income 
payments in those states increasing and in those reducing outstand- 
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ing debt, 1929-1937, is given. It is concluded that the statistical 
facts tend to verify the above-stated conclusion. Two observa- 
tions regarding the methodology are of interest. (a) Local debts 
must be ignored in such an analysis, or they must be introduced on 
a parity with state debts and thereby obscure the picture as to the 
latter. Of course transactions in local debts are usually of greater 
volume than those in state debts. (b) The showing of the figures 
would be considerably altered by beginning in the midst of the 
depression rather than in 1929. (Cf., e.g., p. 557, Table 46, using 
1932 as base year for computing the index numbers.) 

After a brief, but searching, analysis of debt administration 
(chap. 24), based heavily on Chatters and Hillhouse’s recent Local 
Government Debt Administration (p. 561), the conclusion is reached 
that ‘probably our greatest hope for improvement in the field of 
state borrowing lies in the possibility of improved administration’’ 
(p. 579). Due presumably to the excellent handbook by Chatters 
and Hillhouse, Ratchford’s emphasis as a whole has not been 
governed by this viewpoint. Rather, the book’s plan is predi- 
cated, apparently, on the practical desirability of filling the gap 
in our literature by providing a history of state debts which would 
form the basis for a comprehensive evaluation of experience 
(p. viii). Certain general policies bearing on administration are, 
however, commended: Place responsibility for all state debt man- 
agement in one agency; plan a capital budget with which state 
debt policy will be articulated; and limit the term of bonds to 
25 years (pp. 588-592). 

In view of the present world situation, it is of particular interest 
that the author should find sufficient reason for doubting ordinary 
legislative—i.e. normal democratic—processes to the extent that a 
constitutional debt limitation plan is proposed (pp. 592-597). 
The recommendation is that at any particular time borrowing by 
the legislature should be limited to an amount not exceeding the 
five-year average of certain revenue receipts of the state govern- 
ment. By referendum voters could authorize an additional equal 
amount. An exception for refunding, and perhaps for repelling 
invasion, would be made. 

From the facts it is apparent that state debts have always been 
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concentrated in a few states. For example, the five states farthest 
in debt have always owed 40 to 60 per cent of the total of all states. 
Moreover, the same ten states or so which now owe most have 
customarily been most in debt over a long period of years. They 
are repeaters. (Cf. pp. 583-584.) 

The final conclusion regarding state debt experience is inconclu- 
sive. Sometimes going in debt has seemed to be worth what it 
cost; sometimes not. In Ratchford’s view, credit has been helpful 
to numerous states; it has been a boomerang to others.*‘Debts are 
useful servants but hard masters’’ (p. 583). 

University of Kentucky James W. Martin 


Applied Business Finance. By Edmond E. Lincoln. Fifth Edition. 
New York: McGraw-Hill Book Co., 1941. Pp. xvi, 948. 
$4.50. 

The first edition of Applied Business Finance was published in 
1922. Although the point of view remains the same, the 1941 
edition is completely revised. Wholly new material has replaced 
much that was old. A total of 248 tables and 14 forms are in- 
cluded, almost all of which arenew. Better yet, they are ‘‘clothed 
with enough flesh and blood to make them more than statistical 
skeletons."’ Throughout the book the author maintains his 
major interest ‘‘in principles and policies’’ rather than ‘‘in mere 
form or technique."’ Recent developments and new trends in 
financial management are stated and evaluated in an excellent 
manner. 

After a searching analysis of financial problems since 1920 and 
a critical but constructive evaluation of the New Deal's fiscal 
policies the author concludes that ‘‘America is not finished. She 
has scarcely begun. ... The time for business opportunism has 
passed. Every real leader must now have an underlying philos- 
ophy of business and government.”’ 

In a broad sense this is a text dealing with the relationship be- 
tween government and business. It is exciting, comprehensive, 
constructive and heavy with ‘‘ounces of demonstrated fact.’’ It 
never ceases to challenge the reader’s thoughts. One need read 
only the Preface to realize that it is a book ‘‘for the young in spirit.” 
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Not only students of finance but every person who claims the 
right to call himself ‘‘a business man’’ will find this book an in- 
valuable guide and storehouse of indispensable knowledge. If 
every “‘reformer’’ and bureaucrat in Washington will test his 
theories by the sound principles set forth in this book then it will 
be possible for even the skeptic to share the author's faith in the 
future of democracy and in the system of free enterprise. 

The author could have improved his discussion of recent fiscal 
measures that were ‘‘being agitated in the spring of 1940,’ (p. 829 
for illustration) by a slight rewriting of his discussion even after 
the manuscript went to press. 

Vanderbilt University Roy L. Garis 


Introduction to Economics. By Cecil Kenneth Brown. New York: 

American Book Co., 1941. Pp. xiii, 534. $3.00. 

Professor Brown believes that while economics can be a positive 
science, it should also be presented as a normative science not 
divorced from axiology. Accordingly, after a brief but excellent 
chapter on the scope of economics, he proceeds with a discussion 
of the social order and its ends, with emphasis on philosophical 
implications. In the third chapter there is an examination of some 
alternative economic systems; little attention is given to their 
mechanistic features, the major emphasis being upon the psycho- 
logical and philosophical ramifications of different sorts of power 
systems. 

As a further prelude to a discussion of the modern capitalistic 
economy, the author presents an excellent chapter on the com- 
ponent elements of property and its implications. He then turns 
to the corporate system, not in respect to its more obvious external 
features, but as a power or control unit. The treatment of the 
pecuniary economy is next implemented by a long chapter on 
money; here again the author omits most descriptive details and 
enters into a consideration of what he deems to be the major issues, 
such as the banking school versus the currency school contro- 
versy, the price level and its control, and the socialization of 
banking. 

Space compels omission of some subdivisions of Professor 
Brown's work. In respect to the price system, there are four chap- 
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ters designed to give an overall view; comparatively little atten- 
tion is given to pricing under idealized conditions, the emphasis 
being placed on more realistic conditions. There is little separate 
discussion of functional distribution as such. Concluding chapters 
deal with disequilibrium, government finance, “‘Men Without 
Property’’, and interregional trade. 

The reviewer agrees, in the main, with Professor Brown's 
articles of faith, and regards with satisfaction the meticulous 
avoidance of clichés and the truly refreshing originality of or- 
ganization and argument. There is no overcrowding of this book 
with numerous tables or other factual material, it is no hodge- 
podge, it is peculiarly but well integrated, and objectives are 
generally quite clearly kept in view. A strong case can be made 
for an introductory text which enables the student to see the forest 
as a whole, in the hope that if and when he later subjects himself 
to vertical courses, he will have a frame of reference for his study 
of the trees. Perhaps the major question raised (and unfortu- 
nately it will remain a question) is the extent to which the begin- 
ning student can be expected to acquire any ready facility with 
analytical tools. It is perhaps better to avoid ex cathedra pro- 
nouncements if operational interpretations can be made adequate; 
on a few points, Professor Brown utters questionable dogmas. 

This book must not be allowed to escape the attention of teachers 
of economics. 

Furman University A. G. GriFFin 


Economic Analysis. By Kenneth E. Boulding. New York: Har- 
per & Brothers, 1941. Pp. xviii, 809. $4.25. 

The purpose of this book, according to the author, is twofold. 
It is intended as a college text for the introductory course in prin- 
ciples of economics from which the student can learn and the 
teacher can teach the methods and results of economic analysis. | 
It also seeks to be a contribution to the development and sys- 
temization of the body of economic analysis. The author believes 
that the task of presenting a systematic, orderly, and accurate 
account of economic analysis is identical with the task of prepar- 
ing the material for teaching. 

The arrangement of the book is not according to subject matter 
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but according to the method of analysis used. The old fourfold 
division—production, consumption, distribution, and exchange— 
here give place to what might be called the “‘implemental’’ 
method, because it is concerned with the tools or implements of 
economic analysis. Instead of having one volume on ‘‘principles’’ 
and another volume on ‘“‘problems’’ as is generally the case, and 
where all too frequently the ‘‘problems’’ have little to do with the 
““principles’’, the author has integrated principles and problems 
throughout the book. After each theoretical section in which the 
student has been introduced to a tool of analysis, there is a section 
dealing with practical problems to which the tools thus acquired 
can be applied. The author has chosen problems which provide 
illustrations of the principles involved rather than those whose 
interest centers merely in their topicality. 

The book is divided into two main parts. Part One, designed 
for the first semester, covers only that part of analysis that can be 
conducted with the concepts of demand and supply. Part Two, 
for the second semester, is concerned with the more difficult por- 
tions that require the concepts of the marginal analysis for their 
understanding. Advanced mathematical knowledge is not re- 
quired for this work. An understanding of plane geometry will 
carry the student through all except the advanced chapters in 
Part Two. Even in these chapters a slight acquaintance with solid 
figures is all that is necessary. Material involving algebra or the 
calculus is carefully segregated in appendices. 

Professor Boulding’s Economic Analysis is a well-written and 
valuable clarification and systemization of economic principles. 
It deserves serious consideration by college teachers as a text for 
the introductory course in economics. The student who masters 
this book will come to regard economic analysis as a discipline 
useful in the interpretation and solution of many problems of life 
and thought. 

Southwestern Louisiana Institute Kart E. AsHBurN 


Economic Principles and Problems. By Walter E. Spahr, Editor. 
Fourth Edition. New York: Farrar & Rinehart, 1940. Vol- 
ume I, Pp. xix, 521; Volume II, Pp. xviii, 660. $2.50, each 
volume. 
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This is the fourth edition of a work which was first published 
in 1932 and which has been widely used as a text in colleges and 
universities. In addition to Professor Spahr, who is the general 
editor and who contributes the chapters on Money, Credit and 
Banking, the book is a joint product of 27 well-known economists. 
The final chapter on The Economics of War was contributed by the 
noted writer and lecturer, Sir Norman Angell. Thus it would 
seem that the usefulness of the treatise as an introductory text in 
economics must rest on the skill of the editor in integrating and 
unifying the separate contributions. In this he has been notably 
successful. 

As is indicated by the title, the volumes contain a survey of both 
principles and problems. For the most part, these are blended and 
interwoven, although a number of problems are given special atten- 
tion in the second volume. Professor Spahr states that the “‘vari- 
ous chapters are written simply as the principles, problems, nature 
of data, and skill of the respective authors permit.’’ No attempt 
is made to subordinate or gloss over the intricate topics that are 
important for the beginning student, since such a policy would 
mean a departure from reality. Major changes which have been 
made in the fourth edition are: (1) The section on value and price 
has been completely rewritten by Professor Bruce W. Knight and 
in the main isa repetition of chapters VII-X of his book, Economic 
Principles in Practice (2) The chapter on Resources has been dropped, 
while a chapter on The Economics of War has been added G) 
The chapters on Production, Capital and Trade Unionism and 
Problems have been written anew. The length of each volume 
has been reduced by about 20 per cent. Not only has the factual 
material been brought down to date, but also important changes 
have been made in nearly all chapters in accordance with numerous 
suggestions received from teachers of elementary economics in all 
parts of the country. 

There is probably a no more difficult subject in economic prin- 
ciples to teach effectively to students than that of value and price. 
The four chapters covering this topic are lucid and well written 
and are not presented in a highly technical manner. The approach 
is that of general economic equilibrium rather than that of the 
individual firm analysis. Stress is laid on the character of the 
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price system as a whole. ‘‘Once we see clearly,’ says the author 
(Knight), ‘the connection between normal price and economy— 
between equilibrium and opportunity costs on the one hand, and 
the economical use of limited resources on the other—we shall be 
in a favorable position to understand the nature of the diseconomies 
caused by various imperfections of competition in real life.”’ 
Prices are considered, first, under competition, second, under 
monopoly, and third, under monopolistic competition. Further 
subdivision is made of each of these separate conditions. Thus 
it will be seen that preference is given to a general equilibrium 
approach rather than to a technical analysis of the action of the 
individual firm, such as that contained, for example, in Myers’ 
Elements of Modern Economics. 

As has been indicated, there are many improvements in the 
present work which make it superior to any of the previous edi- 
tions. Professor Spahr has succeeded in effecting unity and co- 
herence to an unusual degree in a treatise of this nature. It should 
continue to enjoy the wide usage which has been accorded to it 
since its first appearance. 

University of Virginia Tipton R. SNAVELY 


Principles of Economics: A Restatement. Fourth Edition. By Ray- 
mond T. Bye. New York: F. S. Crofts & Co., 1941. Pp. v, 
632. $3.00. 

This volume is more than a revision of the author's Principles 
of Economics that has run through several editions since 1924. It 
is a bold and praiseworthy attempt to present economic theory 
with a clarity that facilitates its teaching to undergraduates and 
as a restatement that integrates current ideas with the older body 
of economic doctrine. The recognition of the significant con- 
tributions of recent years and of the work of weaving these into 
the fabric of traditional economics fully justifies the modified 
title: Principles of Economics: A Restatement. The author not only 
draws freely upon the work of others but makes numerous original 
contributions in the form of refinement and synthesis as illustrated 
in his reformulation of the law of comparative costs to reconcile 
it with Ohlin’s conception of the basis of international trade. 

The reconciliation is executed largely within the outline of the 
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older editions. Going step by step from a description of the pro- 
ductive process to the combining of the agents of production, the 
organization of business enterprise, and risk in industry, the em- 
phasis is upon the time element in the productive process. A 
treatment of money and banking, the price level, and business 
cycles follows in which emphasis is upon the flow of money and 
money as an active agent in the level and balance of the economy. 
The section on individual prices is based upon marginal cost and 
revenue analysis, and an effort is made to unify the recent teachings 
concerning the individual firm and monopolistic competition with 
the Marshallian type of value theory. International trade is 
treated as based upon diffefences in price structure and upon oppor- 
tunity costs rather than upon the traditional concept of labor costs. 
Among the theories of income sharing, special attention is given 
to interest and the views of Keynes. There is a chapter on con- 
sumption and on the economic process as a whole. 

An admirable feature continued from the earlier editions is a 
critical analysis of the references and the suggestions for further 
reading emphasizing the difference of opinion out of which the 
body of economic doctrine grows. The volume is devoted entirely 
to theory, no doubt, because Professor Bye is the co-author of a 
companion text that deals with economic problems. It is hoped 
that an able revision of this latter work will soon be available to 
accompany this extremely provocative restatement of economic 
theory. 

Wake Forest College L. Owens Rea 


Economic Principles, Problems and Policies. Revised Edition. By 
William Kiekhofer. New York: Appleton-Century Co., 1941. 
Pp. xxxi, 906. $4.00. 

In revising his text Dr. Kiekhofer has retained the plan and style 
of the first edition in all of its essential aspects. The book is 
divided into six parts: Production; Exchange; Value and Price, 
(including distribution); Consumption and Saving; The Income and 
Expenditures of Government; and Economic Policies and Politics. 
This arrangement is something of a departure from the traditional 
practices, but Dr. Kiekhofer feels that it is a more logical order. 
He feels, for example, that to preserve ‘‘a desirable unity in the 
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presentation of price problems’’ (p. x), it is better to place the 
chapters on distribution immediately following those on value and 
price. He then follows the chapters on distribution with the 
price change and business cycle analysis. To most students who 
have been accustomed to treating exchange, price change and cycle 
analysis together, this arrangement will seem somewhat strange. 
As presented by the author, however, it appears to be satisfactory. 

He maintains objectivity in his statement of opposing views and 
controversial issues. Although he is by no means radical, he 
recognizes and deals critically and with commendable independence 
with the maladjustments and inconsistencies of the economy. In 
some instances he suggests policies for #heir correction. 

He feels free to summon the aid of sociology, philosophy, psy- 
chology or ethics where rigid economic logic alone is insufficient. 
‘Wealth production and accumulation are, of course, essential to 
the gratification of the wants of men, but it is the character of 
men’s wants that reveals the nature of their civilization’ (p. 203). 
In the treatment of value and distribution, Marshall is followed 
closely. The institutional approach and institutional controls 
are emphasized in his price analysis. 

Unfortunately, scant attention is given to some of the more im- 
portant recent developments. For example, the treatment of 
monopolistic competition is combined with monopoly inte one 
chapter of only ten pages. Ina review of the first edition (A.E.R., 
March 1937, p. 114), Professor John Ise called attention to the fact 
that insufficient attention was devoted to other kinds of economic 
systems; that only two or three pages were given to Russian com- 
munism or to fascism, and that the experience of the Scandinavian 
countries with cooperation and government intervention was not 
mentioned. Although some additional attention has been devoted 
to these movements in the new edition, it is still less than would 
appear to be justified in the light of the present conflict between 
them. Eleven pages are devoted to socialism, four to com- 
munism, two to fascism, and one to syndicalism. 

The new edition includes the most recent statistics, and also 
discussion of new legislation and governmental agencies. The 
treatment of value and price has been expanded, and the chapters 
on money and credit revised. 

















BOOK REVIEWS 255 


The book is not a one-semester book. It is designed as the basic 
text for a year’s survey course in general economics. The some- 
what unusual arrangement of content may not appeal to those who 
are definitely committed to the orthodox order, but to the reviewer, 
it is both refreshing and stimulating, and should have a wide 
range of appeal. 

U. S. Department of Commerce Roscoz ARANT 


Readings in Modern Economics. By Justin H. Moore and Myron L. 
Hoch. New York: Thomas Nelson & Sons, 1941. Pp. xxiv, 
655. $3.50. 

Teachers of the introductory course in economics are still rest- 
less over their problem of text selection, if we may judge by the 
number of new texts which continue to roll from the publishers’ 
presses. In order to leaven the lump of the standard “‘principles”’ 
text, many teachers use a supplementary book of problems or 
readings. In cases where the supplement is built around a frame- 
work of its own, e.g., of the ‘‘problem’’ or “‘institutional’’ ap- 
proach, the teacher is likely to achieve the desired freshening effect, 
but often at the expense of a poor ‘‘fit’’ with the principles. If 
on the other hand the teacher is more interested in following up 
the principles than in striking out on uncharted paths, he will 
choose a supplement which is geared to some standard text of 
principles. The new Moore and Hoch book of readings is a well- 
qualified specimen of the latter type. Its chapter headings are 
identical with those of its companion volume, entitled Modern 
Economics, Its Principles and Practices, by Moore, Steiner, Arkin, 
and Colton. And since this particular principles book differs so 
little in main outline from many others of large circulation, the 
hope expressed by Moore and Hoch that their book of readings 
may be used ‘“‘to supplement any standard introductory text on 
economics’’ seems well founded. 

When nearly 400 reading items are selected from a variety of 
sources for inclusion in a single volume, as is the case here, a cer- 
tain choppiness is inevitable. Moore and Hoch have, however, 
minimized this effect by adroitness of selection and a considerable 
organizing skill. Fragments from Adam Smith, John Stuart Mill, 
Nassau Senior, etc., appear with frequency, especially at the begin- 
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nings of chapters, while much of the body of the work is provided 
by excerpts from current government reports. The National Re- 
sources Committee, for instance, appears to be a favorite source of 
materials. No less than 45 separate selections from this source 
are found throughout the work. An unusually large number of 
well-selected charts and tables are included, especially in the fields 
of production, price and income. 

While this is a commendably solid piece of work, it can by no 
stretch be called lively. Also there are one or two curious weak 
spots. The problems of American farmers are not accorded even 
asingle chapter. The final chapter on Reconstruction of the Social 
Order is thin and unnecessarily conservative; it features prom- 
inently the views of Hjalmar Schacht (written before 1933), of 
Winthop W. Aldrich and of Edwin R. A. Seligman, while the 
“left’’ is represented only by a cautious statement on planning by 
the National Resources Committee. 

Fisk University Appison T. CuTLer 


Economics of W. S. Jevons. By E. W. Eckard. Washington, D. C.: 
American Council on Public Affairs, 1940. Pp. 113. $2.50. 
Jevons as co-founder of marginal utility economics (with Ben- 

tham, Du Puit, Gossen, Menger and Walras) and of the marginal 

productivity theory (with Cournot, Menger, Von Thunen and 

Walras) is deserving of an important spot in the history of eco- 

nomic doctrines. Frequently, however, courses skip from Mill 

and Cairnes to Marshall. This book recalls Jevons to our minds 

and helps to restore him to his rightful place. 

The purpose of the book is to describe and evaluate the con- 
tributions of Jevons. A short biography of Jevons and his views 
on value and distribution, capital, the coal question, money and 
business cycles are given. Appendices include his views on 
methodology, state, labor, industry and taxation. Jevons’ 
theories are compared with those of the Austrian, Classical and 
Neo-Classical, Lausanne and English Historical Schools. 

On page 25, the author states, ‘“‘Jevons uses mathematics—to 
great advantage.’" The reviewer disagrees. Unlike Cournot who 
used mathematics to discover new truths, Jevons worked his 
theories out nonmathematically and then used mathematics for 
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expositional purposes solely. His use of mathematics, however, 
was not skillful and as such detracts from rather than adds to his 
theory. 

The author gives a very sympathetic yet not uncritical account 
of Jevons. The book is well written, interesting and well docu- 
mented. 

Louisiana State University Ervin K. ZINGLER 


The Labour Situation in Great Britain. Washington, D. C.: Inter- 
national Labour Office, 1941. Pp. 56. Paper covers. 25 cents. 
This pamphlet contains a great deal of information bearing 

upon the changes and adjustments made by the British in their 

labor and social policies and practices under stress of war from 

May to October, 1940. A survey is made of such major labor 

conditions as regulation of supply, unemployment, industrial 

relations, wages and earnings, and the standard of living. 

In spite of the changing scene in Great Britain, one can secure 
from this study a well-defined picture of the effects of the impact 
of war upon a modern socio-economic system. Some of these 
effects run ‘true to form’. For instance, the wage aggregate 
increased from a level of 113 to 120 whereas, during the same 
period, the real wage level fell from 107.5 to 105.5. Inspired by 
the Minister of Labor, a ‘‘no strike, no stoppage’’ agreement was 
reached by the British Employers’ Confederation and the Trades 
Union Congress in May, 1940. Ultimate settlement powers of 
arbitration are vested in a newly created National Arbitration 
Tribunal. 

In spite of (and not necessarily because of) war conditions, in- 
creases have been made in the scales of workmen's compensation 
payments and in unemployment insurance benefits. These changes 
suggest a tenacity in the social-improvement trend which has been 
operative in Great Britain for the past 30 years. 

Roanoke College Cuar.es P. ANSON 


Bank Audits and Examinations. By John I. Millet. Revised Edi- 
tion. New York: Ronald Press Co., 1941. Pp. xx, 577. 
$6.00. 

This volume is a real contribution in that it gives an up-to-date 
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audit procedure in a field which has changed greatly in recent 
years. It presents in a thorough manner the development of the 
newer ideas and the broadened scope of audits and examinations 
in addition to fundamental procedures. 

The chapters on internal control should be extremely valuable 
to bank officials as well as examiners. Operations of all depart- 
ments, particularly the foreign exchange and trust departments, 
are fully treated in addition to giving adequate audit procedure. 

In short, the book as a whole should prove a most valuable aid 
both to bank management and auditors. 

University of Alabama C. H. Knicut 


Foundations of Accounting. By Alfred D'Alessandro. New York: 

Longmans, Green & Co., 1941. Pp. xii, 622. $4.00. 

It is the usual custom of writers on accounting to present first 
the basic principles in a rather dogmatic fashion with little dis- 
cussion of the controversial points of form or procedure, or of the 
exceptions in practice that are necessary to meet the needs of the 
various types of businesses and their individual problems. After 
the student has acquired a fair knowledge of the basic forms and 
procedures, the practical phases are introduced and explained. 

Professor D'Alessandro has departed from this traditional ap- 
proach and has followed a less dogmatic one. He brings into his 
introductory discussions much of the materials and controversial 
points which are usually left until later, occasionally for a second 
volume. An example of this is found in Chapter III, where 
departmental profit and loss statements and condensed statements 
with supporting schedules are both presented. 

Which approach is better is a matter of opinion. However, 
there is some danger that the student will be confused by the in- 
troduction of the more complex forms and procedures before he has 
a clear understanding of the uses of the several records and state- 
ments and their relations to each other. 

Outside of the above criticism, which is one of approach only, 
Professor D'Alessandro has done an excellent job of presenting 
the traditional problems of the balance sheet, the profit and loss 
statement, the ledger and journal mechanisms with their sub- 
divisions, the adjusting and closing procedures, manufacturing 
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costs, the partnership and the corporation. He has shown the 
use of percentage statements and of interpretative ratios. He 
has a wealth of illustrative material in his presentation and has 
adequate practice problems in the back of the book. If he has 
not explained too much too soon, he has an excellent book. 
North Caroline State College, C. B. SHULENBERGER 
University of North Carolina 


Marketing. R.S. Alexander and Others. Boston: Ginn & Co., 

1940. Pp. vi, 794. $4.00. 

This book is a moderately successful attempt at accomplishing 
a difficult task set by its authors, namely, to combine practical 
experience with economic theory to give a test possessing realism 
and teachability. The material is well knit, without the many 
duplications of most elementary marketing texts, and with a much 
better presentation and use of statistics than usually prevails. 
The book is chiefly a picture of marketing as it exists now, the 
historical aspects of marketing and underlying trends and factors 
and their implications largely being neglected. This feature 
should have a particular appeal to those who are interested directly 
in learning about marketing as it actually takes place rather than 
to those who have only a general interest in studying the field. 
Attention is given to several topics which get only scant attention 
in most marketing texts. Among these topics are resident buyers 
and factors. There is also an entire section on the planning of 
marketing activities, a matter of ever-increasing importance to 
both those engaged in marketing and those engaged in manu- 
facturing. 

One criticism is that there is too much material of a purely 
descriptive nature. Examples of this are the part on Advertising 
and the chapter on the Management of Physical Supply. So 
much material in marketing is so obvious, even to the uninitiated, 
that it might better be omitted, leaving the space for something 
else. The style of the writers is excellent and the book is very 
readable. However, this feature, in conjunction with the amount 
of descriptive material in some parts, often results in a lack of 
proper emphasis on important points. 

At the end of the book is an excellent bibliography by chapters 
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and also a large number of provocative propositions and questions 
and exercises. 


Duke University CHarues E. LANDON 


Farmers’ Mutual Fire Insurance Companies In North Carolina. By 
Marc C. Leager. Raleigh, N. C.: North Carolina Agricultural 
Experiment Station, Bulletin No. 329, January, 1941. Pp. 19. 
This statistical compilation and analysis of the operations of 27 

farmers’ mutual assessment fire insurance associations in North 

Carolina falls considerably short of its potential usefulness, be- 

cause of the absence of any comparison with stock or with non- 

assessment mutual fire insurance associations. 

Nevertheless, the data compiled here present some interesting 
sidelights on this field of insurance. Eliminating the dividend- 
seeking stockholders of commercial stock companies and the 
high-priced executives of the big business ‘‘mutuals’’ evidently 
produces worthwhile savings for the policyholders. Those 
organizations that solicit business through agents have lower loss 
and expense ratios than those which merely receive what business 
comes to them. Companies that encourage farmers to insure 
their property up to all or most of its full value fare better than 
those that take only small amounts of insurance on a single risk. 
Up to a certain point, the expense ratio declines with increases in 
the size of the insurance enterprise. While the loss ratio increases 
with such growth, the expenses decrease much more than the 
losses increase, ‘‘thereby justifying companies in increasing their 
volume of business’’. And so on. 

This study is to be followed by one dealing with the insurance 
needs of farmers, and their ability to meet those needs. 

Chapel Hill, N. C. Harvey LesRun 


An Introduction to Business Management. By Harold H. Maynard, 
Walter C. Weidler and Orin E. Burley. Third Edition. New 
York: Ronald Press Co., 1941. Pp. xvii, 698. $3.75. 

The third edition of this popular text, first published in 1925, 
follows in general the plan of previous editions. There is, how- 
ever, considerable rearrangement of material and the addition of 
new chapters serving to bring the volume up to date in every way 
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except with respect to the emergency conditions brought about 
by the present war. The purpose is to give a comprehensive 
picture of business society and a preview of the various subjects 
that are to be studied more extensively in subsequent courses. 
The student is thus enabled to see in one volume the whole field 
of business activity and the relationships of the various specialized 
activities to each other. 

The content of the text for an introductory course in business is 
a question of much concern to the teacher because the needs of 
each curriculum, of which this course is a part, must be accommo- 
dated. Quite often this course is adapted to fill certain gaps in 
the curriculum of required courses. For example, if transportation 
is not a required course that subject may be emphasized here; 
if accounting, on the other hand, is required of all students the 
chapters on this subject may be passed over hurriedly or omitted 
entirely from the content of the course. A text is thus needed 
which will permit of considerable choice of subject matter. The 
volume at hand is particularly adapted for such a purpose since it 
contains at least a chapter on nearly every subject usually taught 
in a school of commerce or business administration. 

An evaluation of a book of this type is not an easy task because, 
as previously indicated, the appropriateness of content is largely a 
question dependent upon the particular needs of the course. This 
text, though covering all phases of business activity, places chief 
emphasis throughout upon marketing and particularly upon 
retailing. In many comparable texts, on the other hand, pro- 
duction or manufacturing is given chief consideration. The 
chapters on the consumer and on the relationship of business to the 
public and to the government are both timely and instructive. 
In general the authors have succeeded in treating clearly as far as 
the limitations of space would permit each of the various subjects. 
They have thus avoided the common criticism applicable to many 
introductory texts that they serve only to confuse the student, 
or merely muddy the water for some later course. This edition 
is a definite improvement over previous editions both in content 
and in freedom from imperfections, making it a leader in its field. 

University of Alabama E. H. ANDERSON 
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Industrial activity in Alabama reached an all-time peak level 
in June according to the index prepared by the Bureau of Business 
Research, University of Alabama. This index, adjusted for 
seasonal variation, reached a point 69.4 per cent above the 1935-39 
average level and surpassed the previous peaks of May, 1941, 
and December, 1940, by approximately 4 percentage points. 

At the same time, the United States index rose to a new high 
level of 156 per cent of the 1935-39 average level. The rise in the 
Alabama index from May to June is accounted for mainly by the 
return to full operation of Alabama's coal industry, production in 
May being curtailed during the first weeks pending wage negotia- 
tions. The unseasonal gains in coke and cement consumption 
likewise aided in the rise of the composite index. 

In terms of physical quantities, production of coal, coke and 
cement shipments made the best showings. Cement shipments 
of 212,447 barrels were the largest of any month since April, 1931. 
Coal production was only slightly below the March figure, when 
production was high in anticipation of a cessation of activities. 
Coke production, likewise, was only fractionally below the March 
level. Except for the March volumes, production in these two 
lines was the highest for any month since before the depression. 
Pig iron and steel ingot production were off approximately the 
usual seasonal amounts as was cotton consumption in Alabama 
textile mills. All three of these industries have been operating 
at capacity or near-capacity levels for several months. Electric 
energy consumption for industrial purposes was down 8.9 per 
cent due, in part, to the efforts to conserve power during the recent 
drouth. 

Although four of the seven industrial series making up the 
composite index showed declines from May to June, all were above 
the month of June, 1940. Outstanding in the year-to-year gains 
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were cement consumption with a 79.7 per cent imcrease, cotton 
consumption with 53 per cent, and electric energy for industrial 
purposes with a 30 per cent increase. 

Most general indicators of business activity and sales indexes 
were down from the May levels but virtually all were well above 
a year ago. Bank debits to individual accounts were down 4.2 
per cent from May but were 39.5 per cent above June, 1940. Postal 
receipts in 79 cities were 7.1 per cent below May but were 15.1 
per cent above June, a year ago. 

Pay rolls and employment showed additional gains which have 
continued virtually without interruption for a year. The number 
on pay rolls in 998 establishments was up 1.3 per cent from May 
and exceeded the number employed in June, 1940, by 22.2 per 
cent. Pay rolls are rising more rapidly, exceeding May by 5.6 per 
cent and June, a year ago, by 49.9 per cent. Placements by the 
State Employment Service were down 21.3 per cent from the record 
established in May but were 43.9 per cent above June, 1940. Un- 
employment compensation new benefit claims, a measure of 
unemployment, were 33.6 per cent below June, 1940. 

Sales activity was uniformly better than a year ago, but some 
lines showed declines from May. Sales of new passenger cars 
were off 19.2 per cent from the peak of 5,874 established in May 
but the 4,749 cars sold in June exceeded the figure for the same 
month a year ago by 42.5 per cent. Gasoline sales also declined 
4.3 per cent from May although, compared with a year ago, they 
were 13.7 per cent higher. Electric energy consumption for 
nonindustrial purposes failed to decline, in spite of the plea for 
conservation in the use of electricity during the drouth period. 
Consumption actually increased 3.7 per cent from May and was 
22.1 per cent above June, 1940. Department store sales in Birming- 
ham were down 13.6 per cent from May but were 16.4 per cent 
above June, 1940. Down 17 per cent from May and up 28 per cent 
from June, a year ago, were retail sales of 271 independent stores. 

Retail sales, as indicated by sales tax payments of approximately 
3,000 firms in all parts of the state, showed a 25.8 per cent gain from 
May, 1940, to May, 1941. Of the nine large counties in the state, 
the largest increase of 66.2 per cent was shown in Calhoun, re- 
flecting the influx of military forces at Fort McClellan. Mobile 








264 STATE REPORTS 


County, with a gain of 35.1 per cent over a year ago, was second 
in order of percentage increase. Increases of 30.6 per cent and 
29.1 per cent were reported in Jefferson and Etowah counties. 

Of the various kinds of business, automobile dealers had the 
largest gain of 81.8 per cent. Hardward and farm implement 
dealers reported an increase of 33.4 per cent, furniture stores, 30.3 
per cent, lumber and building material dealers, 28.7 per cent, and 
department and dry goods stores, 26.6 per cent. 


x 


A number of interesting problems have been developing in 
connection with Alabama state finance. Deficits have been so 
characteristic of state finances that it is a little startling to find 
that in Alabama a number of puzzling problems are developing 
in connection with surpluses. At one time or another the legis- 
latures of the past have written provisions into the law which are 
now raising a number of questions. As one of the leading senators 
has pointed out in a public statement, these provisions probably 
have been written into the laws as tokens of good intent or as 
““sops"’ to pacify interests opposed to tax legislation by legislators 
who had no serious idea that conditions would ever develop that 
would raise any questions concerning putting the provisions into 
effect. 

Several separate problems have arisen. One of rather long 
standing has had to do with the revenue derived from the state 
income tax. At the time the constitutional amendment was 
adopted, provision was made that the income tax revenue would 
be used for the purpose of paying interest and taking care of the 
retirement of bonds used to refinance the floating debt of the state. 
The tax has proved to be a better revenue producer than was 
anticipated with the result that considerable sums were available 
for retiring the bonds more rapidly than was called for by the 
retirement schedule. As a result, the only means that the state 
had of retiring the debt was to make purchases on the open market 
at very high premiums. In attempting to take care of the school 
situation in the state, a special Educational Trust Fund has been 
in existence for a number of years. At the time that the sales 
tax was passed, a provision was made to the effect that certain 
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revenues from the sales tax would be placed in the Educational 
Trust Fund until that fund reached a certain specified amount of 
$1,500,000. The last legislature passed a teacher retirement act 
which provided that when a surplus in the General Fund had 
reached $700,000, the governor could declare the teacher retirement 
plan in operation and direct the necessary funds to be used for the 
purpose of taking care of the state’s obligation under the plan. 
The Department of Finance of the state is finding that the revenues 
that are being collected will produce a surplus in the Educational 
Trust Fund greatly in excess of the $1,500,000 provided in the law 
and that the General Fund is accumulating a sufficient surplus to 
place the teacher retirement plan in operation. The complicating 
factor arises from the fact that there was written into the law a 
provision that surpluses are to be used for the purpose of reducing 
the ad valorem tax rate. Asa result, the attorney general and the 
courts are being asked for an interpretation of the provisions of 
the law, and considerable discussion is taking place as to what 
should be done with the surpluses. 
University of Alabama H. H. Coapman 


FLORIDA 


The Florida General Assembly of 1941, the work of which during 
the first part of its session was noted in the July issue of this 
Journal, passed, during the closing weeks of the session, several 
important measures which materially brightened the fiscal outlook 
of the state. Earlier, the legislature had taken care of old age 
assistance through a tax on pari-mutuel betting and provided for 
a new division of the gasoline tax to cover costs of constructing 
and maintaining highways and to service county bonds issued for 
highway construction. The public school fund lost some 
$2,000,000 through the repeal of the } per cent gross receipts tax 
but this loss was more than recovered through an increase in 
automobile licenses of $5 for each class of car, bringing the rate on 
light cars to $15. An estimated $2,300,000 is expected from this 
increase, all of which goes to the public schools. In addition, 
the public school fund is to receive annually the first $600,000 
of a $10 per $1000 inventory tax on retailers, with all amounts 
over $600,000 going to the general revenue fund. 
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It has been the depleted state of the general revenue fund that in 
the past has usually given rise to financial difficulties. To al- 
leviate this situation, in addition to the money from the inventory 
tax noted above, the legislature passed a measure to require all 
special funds to pay into the general fund 3 per cent of their reve- 
nues. Further, the intangible property tax, proceeds from which 
go to the general revenue fund, was revised. Under the new law, 
rates On money were set at 7'y of 1 mill and rates on all other classes 
of intangibles at 1 mill. To stimulate action on the part of 
county officials to collect this tax, provisions was made for re- 
paying the counties 25 per cent of the amounts collected. After 
allowing for the refund to counties, the yield from the tax is 
expected to increase from $1,000,000 to $2,000,000. About 
$250,000 of increased revenues are expected from raising the tax 
on wines from 20¢ a gallon to 304. 

Tax administration received some attention. Governor Holland 
sponsored a measure calling for the creation of an office of State 
Tax Commissioner. The legislature, in one of its few refusals to 
follow the Governor's leadership, killed the proposal but centered 
in the State Comptroller considerable power over county tax 
administration. 

The general appropriations bill provides for annual outlays 
during the present biennium of some $12,500,000, an increase in 
general appropriations over the past biennium of $2,134,000. 
Not included in this bill are some $60,000,000 of continuing and 
special appropriations. Among the special appropriations should 
be mentioned the granting of $50,000 a year during the biennium 
for the creation and operation of an industrial engineering experi- 
ment station at the University of Florida. 


* * kK *¥ 


The fourth annual short course for bankers, sponsored jointly 
by the University of Florida and the Florida Bankers Association, 
was held in Gainesville, May 26, 27, 28, 1941. William T. Wilson, 
director of the Public Relations Council of the American Bankers 
Association conducted the classes in “‘Public Relations of Banks’’ 
and Charles E. Buker, of the Little River Bank and Trust Company 
of Miami, had charge of the discussions of ‘‘Practical Operations 
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of the Inner Workings of a Bank.’” The bank’s bond portfolio 
was discussed by J. W. Speas of the First National Bank of Atlanta. 
Walter J. Matherly, dean of the College of Business Administration 
of the University of Florida gave a series of three addresses on the 
general topic of the effects of the present war upon banks. In 
addition, one session was devoted to a discussion of each of several 
types of bank loans. This annual meeting continues to be well 
attended and to receive the enthusiastic support and endorsement 
of the bankers of the state. 


University of Florida Joun B. McFerrin 
GEORGIA 


While the details were not available at time of writing, un- 
official reports are that the Social Security Board won all of its 
points in its conflict with the Georgia authorities concerning the 
administration of old age assistance grants, as reported in the last 
issue of this Journal. Following the delayed release of federal 
funds for the second quarter of the year on a month-to-month 
basis, third quarter grants were held up, and state welfare officials 
were asked to come to Washington for a conference. Following 
this meeting, the funds for the third quarter were made available 
to the state, but it is reported that this was done only upon receipt 
of proper assurances by the Georgia authorities that the confiden- 
tial nature of the lists of those receiving old age assistance grants 
would be adequately protected, and that welfare workers would 
be retained on a merit basis. It was with regard to recent changes 
in the Georgia statutes concerning these two points that the con- 
flict originally developed. 


* * * * 


The Georgia Bankers Association, in cooperation with the 
School of Business Administration of Emory University and the 
State Banking Department, held its third annual bank study con- 
ference at Emory, July 6-9, 1941. Attention was focused upon 
problems of internal bank operation, and topics discussed included 
“Employment, Training, Development’, ‘Streamlining Bank 
Operations’, ““Bank Accounting and System’’, ‘‘Economies in 
Bank Operation’’. Indicative of the growing interest on the part 
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of the smaller rural banks, which were well represented at the 
conference, in new sources of loan revenue and in meeting the 
specialized needs of their customers was the attention given to 
specialized types of loans, particularly monthly repayment loans, 
life insurance loans, and agricultural installment loans. An 
innovation was introduced when the student body voted to send 
one of their number as an observer to the North Carolina Con- 
ference and one to the Virginia Conference. 
Emory University ALBERT GRIFFIN 


KENTUCKY 


The next session of the state legislature will undoubtedly see 
introduced measures to facilitate the expansion of sale by the 
T. V. A. of electric power in the state. The issue of such power 
sales was brought to the fore by press reports of announced concern 
of J. C. Swindler, T. V. A. solicitor, that farmers in Kentucky 
may be denied T. V. A. power on account of alleged adverse 
policies of the state Public Service Commission. These fears were 
held to be utterly unwarranted by J. C. Kirtley, chairman of the 
Public Service Commission, in a recent press report. Mr. Kirtley 
stated it to be the policy of the commission to approve T. V. A. 
rates at any place and time the T. V. A. was in a position to provide 
adequate service to the area but that it did not intend to allow 
T. V. A. to make a sore spot in all of south central Kentucky by 
extending a finger of T. V. A. rates along a mile of line serving 
nine customers. 


* * * * 


R. E. A. in Kentucky filed suit in July to enjoin the Department 
of Revenue from taxing the property of 27 rural electric coopera- 
tives serving about 36,000 customers in 75 counties. Some far- 
reaching questions are involved in the suit. Can the state assess 
and tax a nonprofit organization, financed with federal funds, to 
extend electric service into rural areas neglected for years by 
private utilities? Did the 1936 legislature have the right to create 
a special class of property by exempting the cooperatives from all 
state, county and municipal taxes upon payment by each of them 
of $10 a year? The Department of Revenue, acting upon advice 
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from the office of Attorney General that the 1936 tax is unconstitu- 
tional, is seeking to assess the cooperatives. The Department of 
Revenue thinks that if these cooperatives are exempt then private 
homes built with government loans are also exempt. Another 
complication may arise if the courts hold the cooperatives to be 
taxable. The 1936 R. E. A. enabling act also exempted it from 
assessments for regulatory purposes by the Public Service Com- 
mission. 
* * * * 

Preliminary contracts have been let for the construction of Wolf 
Creek Dam on the Cumberland River. This is the first major step 
in the development of the power resources of this stream and may 
foreshadow an attempt to put the Cumberland River basin under 
the jurisdiction of the Tennessee Valley Authority, a not illogical 
step when it is recalled that the two basins are similar in nature 
and lie side by side throughout most of their length. 

University of Kentucky RopMaNn SULLIVAN 


NORTH CAROLINA 


During the fiscal year ended June 30, 1941, the state of North 
Carolina collected total revenues aggregating approximately 
$89,000,000, or about $10,500,000 more than in the previous year. 
The General Fund had receipts of $45,521,000, to which the income 
tax and the sales tax contributed more than $14,000,000 each. 
Income tax receipts increased by almost $2,500,000, while sales 
tax revenues increased by more than $2,000,000. During the year 
the General Fund had an operating surplus of $2,500,000 and at 
the end of the year had an accumulated credit balance of $5,520,000. 
The Highway Fund had total revenues of $42,943,000, which 
came primarily from three sources: gasoline tax, $28,663,500; 
motor vehicle registrations, $9,710,000; and federal aid, $4,341,000. 
Gasoline tax revenues increased by about $3,340,000 over the 
previous year while federal aid increased by $1,135,000. The 
Highway Fund had an operating surplus for the year of $6,575,000 
and an accumulated credit balance at the end of the year of 
$11,607,000. The operating surplus was the result of the in- 
creases in revenues and a reduction of more than $3,500,000 in 
highway expenditures. 
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Excluding federal aid, the increase in state revenues for the year 
was almost $9,500,000, or approximately 12.5 per cent. Since the 
same tax fates were in effect both years, this increase indicates a 
substantial increase in economic activity within the state during 
the year. That the increase is continuing and growing is indicated 
by the fact that tax collections during July, 1941, were 18.4 per 
cent above these for the same month in 1940. Two factors, how- 
ever, will operate to reduce or eliminate the increase in tax collec- 
tions in the immediate future. First, beginning on July 1, 1941, 
the sales tax was removed from the sale of food for home consump- 
tion. This factor will be reflected in collections for August and 
subsequent months. Second, the reduction in gasoline sales due to 
a shortage of transportation facilities may reduce revenues from the 
gasoline tax by as much as $700,000 or $800,000 per month. 


** * * 


During the first six months of 1941 economic activity increased 
steadily in North Carolina and several industries touched new high 
levels of activity. On the average, economic activity was prob- 
ably 20 to 25 per cent greater than in the corresponding period of 
1940. The cotton textile industry operated at capacity during 
most of the period and consumed 1,279,000 bales of cotton com- 
pared with 1,005,000 bales in the first half of 1940. Pay rolls 
increased in every month except January and were about 22 per 
cent above 1940 figures. Construction contracts, largely on 
account of national defense projects, increased from $25,347,000 
to $70,747,000, or about 180 per cent. Cigarette production was 
up about 7 or 8 per cent. Department store sales were up 17 
per cent, furniture sales, 24 per cent, and the registration of new 
automobiles, 57 per cent. 

On balance, conditions favor the continuance, and perhaps some 
increase, of activity during the second half of 1941. Textile mills 
have sufficient orders to insure capacity production. Several large 
construction contracts will soon be awarded by the Army in 
addition to the projects now in progress. Tobacco production 
is estimated to be 4 or 5 per cent below last year but this will be 
more than offset by higher prices; early sales indicate that prices 
will be from 20 to 30 per cent above those of last year. Cigarette 
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production will likely continue its slow but steady growth. On 
the other hand, cotton production is estimated at only 497,000 
bales, a reduction of 33 per cent from the 739,000 bales of last year. 
With prices approximately 50 per cent higher than last year, cotton 
farmers will probably have about the same incomes as a year ago. 
The other unfavorable factor is the shortage of silk faced by the 
state’s hosiery factories. North Carolina is one of the leading 
hosiery-producing states of the Union. Since they have been 
deprived of all new supplies of silk, hosiery producers face a period 
of extensive readjustment and probably considerable unemploy- 
ment until they can arrange to use synthetic fibers or cotton. In 
some instances the readjustment cannot be made or substitute 
materials cannot be obtained and workers will have to find other 
work. In other instances the crisis will merely hasten the transi- 
tion to synthetic fibers which has been going on for several years. 
** * * 


The Fifth Annual North Carolina Bankers Conference was held 
at Chapel Hill, July 14-18, with an attendance of about 240. 
The principal emphasis of the program was upon the financing of 
national defense, blocked accounts and the property of aliens, 
and wages and hours legislation. Included among the speakers 
and instructors were: Dr. Willard E. Atkins, Mr. Paul Decker, 
Mr. William Powers, Col. C. H. Robertson, Mr. Gilbert T. Steph- 
enson, Hon. C. Y. Upham, Mr. Alexander Wall, and Mr. Harvey 
Wilkinson. 

* * kK * 

The last legislature passed two bills of major importance re- 
lating to marketing of farm products. One provided regulation 
of handlers who incur financial liability to producers of farm 
products. The other provided for the organization of marketing 
facilities when needed, these to consist of auction markets, as- 
sembling markets, and grading stations. The Bureau of Markets 
of the State Department of Agriculture was charged with initiating 
these facilities. As a basis for action it was decided to survey the 
needs as shown by the existence of farm surpluses, and the mountain 
counties were chosen as probably being least well provided with 
marketing facilities. Mr. Ralph Kelly, of the Bureau of Markets, 
and Dr. Marc C. Leager, of the North Carolina Experiment Station, 








272 STATE REPORTS 


visited several potential marketing or grading centers. Their 
report will form the basis for planning the program. 
** * * 


A conference of Agricultural Economists and Rural Sociologists 
was held June 23-27, 1941 at North Carolina State College. The 
objectives of this conference were: 

1. To give research workers in agricultural economics and 
rural sociology an opportunity to consult with competent 
mathematical and theoretical statisticians on the statistical 
aspects of their research work. 

2. To provide a forum for the exchange of ideas and methods of 
statistical analysis being used on research projects now 
under way. 

The program was built around the needs of the economists and 
sociologists. Problems that are now being encountered were 
presented by those who are actually engaged in different types of 
research. Criticisms and discussions were carried on from the 
floor by economists, sociologists, mathematicians, and statisti- 
cians. There were 65 in attendance. The proceedings of the 
conference are being prepared for distribution and will be mailed 
to the members of the conference. 

Duke University B. U. Ratcurorp 


SOUTH CAROLINA 


The bonded debt ci the South Carolina State Highway Depart- 
ment was reported to be $63,582,960 as of June 30, 1941. This 
is approximately $1,300,000 above the statutory highway debt 
limit but is offset by sinking fund credits of $1,642,078. 


* * * * 


The South Carolina State Land-Use Planning Committee has 
recently completed a report on a “‘Unified State Agricultural 
Program to meet the Impacts of War.’’ Recommendations were 
made for securing integrated action by all agricultural agencies 
operating in the state on problems arising from the war. Modifica- 
tion of economic policies, dealing with agricultural adjustment, 
taxation, administration and use of public lands, organization of 
drainage districts, and public works programs were recommended. 

Clemson College G. H. Autt 
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TENNESSEE 


Memphis, the largest city in the state, has recently been swept 
by a wave of trade union organization. About a year ago Mem- 
phis was one of the weakest cities in the country from the stand- 
point of organized labor. At that time the A. F. of L. had some 
hold in the building trades and certain other crafts, and the C. I. O. 
claimed three or four hundred members, mainly in the Inland 
Boatmen’s Division of the National Maritime Union and in one or 
two white-collar unions. Until very recently, the most important 
industries of Memphis such as auto, rubber, steel, woodworking, 
and processing of agricultural products remained strongholds of 
the open shop. The organizational wave of the past year has 
brought, according to a conservative estimate, more than 6,000 
new members into C. I. O. locals in Memphis, and has resulted in 
new union contracts in a number of industries. A federal local of 
the A. F. of L. won the elections in the plant of the Firestone 
Rubber Company and achieved a contract covering about 2,000. 
The A. F. of L. has also made substantial gains in the cotton-oil 
mills and the woodworking plants. 

The chief gains of the C. I. O. in Memphis during the past year 
may be itemized roughly as follows, using in each case the more 
conservative estimates: 


New Members 
Sesel Workers Orgamisitig Commnietee «6... .. oo. oes sec ceca scscesioesesios 1,500 
International Woodworkers of America.............6.00ee cee e eee wees 1,000 
United Automobile Workers (Ford Plant).................:.eeeeeeeeeeee 1,800 
United Cannery, Agricultural, Packing and Allied Workers of America.... 1,600 
Packinghouse Workers Organizing Committee..................0.0e0e0e- 300 
Total 6,200 


* * * * 


A wedge has been driven into Tennessee’s poll-tax system by 
recent action of 22 county courts. As a result of pressure on these 
courts by the poll-tax repeal forces, following the latter's defeat 
in the last session of the state legislature, 20 counties have elimi- 
nated the $1 county poll tax from the 1941 levy, one county has 
reduced the tax from $1 to 50 cents, and another has withdrawn the 
county poll tax from the primaries. This action applies to the 
current year only. If it is repeated in subsequent years, and if the 
other counties follow suit, the net result will be a cut of 50 per cent 
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in the general poll-tax burden, since the state still levies a $1 tax. 
The counties which have taken the step of repeal for 1941 are 
scattered fairly evenly through the eastern, middle, and western 
sections of the state, in spite of the marked economic and political 
differences among the three sections. Davidson and Knox counties, 
containing respectively the cities of Nashville and Knoxville 
are included in the repeal list, while Shelby and Hamilton counties, 
containing Memphis and Chattanooga are not so included. 
** * * 


A defense housing project, recently built for employees of the 
Nashville plant of Vultee Aircraft, Inc., has been characterized 
by Washington housing officials as the best project among many 
throughout the country. It consists of 200 units on a plot of 80 
acres. However, this represents accommodation for a relatively 
minor proportion of the Vultee and other defense employees of 
the city. 

** *e * 

The regional office of the Wage and Hour Division, United 
States Department of Labor, has taken action as a result of which 
E. I. du Pont de Nemours and Company has paid $20,400.92 in 
back wages to 264 guards, custodians and other employees of its 
powder plant at Millington, near Memphis. The back wage 
payments made by this large defense plant represent the difference 
between the wages and overtime pay received by employees and 
the amounts to which they were entitled under the federal Fair 
Labor Standards Act. 

* *£* * 

The third annual Tennessee Bankers Conference sponsored 
jointly by the Tennessee Bankers Association and the School of 
Business Administration was held at the University of Tennessee, 
September 7-12. 

Fisk University Appison T. CuTLer 


VIRGINIA 


The impact of the billion dollar defense expenditures in Virginia 
is beginning to be felt throughout the entire state. State leaders 
are fully aware that the economic benefits from the flow of defense 
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disbursements through Virginia business channels will be ac- 
companied by serious social problems. Steps are being taken to 
remedy the lack of housing and recreational facilities and to im- 
prove public health services. 

In the Hampton Roads area the population has increased 123,000 
since the taking of the census on April 1, 1940. The Virginia 
State Planning Board has estimated that the over-all population of 
this area will expand during the next four or five years to 694,000 
persons, or nearly double the 1940 figure of 361,000. A recent 
study of the board indicates a serious housing shortage in the area. 

Such problems are not confined to the Hampton Roads area. In 
Radford, the new Hercules Powder Plant is employing more than 
17,000 persons and the bag loading plant, soon to begin operations, 
will employ more than 2500. The opening of these plants in an 
area which has always been largely agricultural has led to serious 
problems. People are living in trailers, and available rooms often 
serve three shifts each day. 

While Virginia has been making great progress industrially dur- 
ing the past 25 years, such progress has been of a conservative 
nature. As a result, the recent overnight development of defense 
industries and the resulting influx of thousands of people from 
outside the state have given state leaders cause to worry over 
future results. There is now in the process of organization a 
committee to study the entire problem for the purpose of evolving 
a program for meeting the difficulties which will arise once the 
defense projects are at an end. 

University of Virginia G. T. Starnes 








PERSONNEL NOTES 


Lloyd C. Alkema, a graduate of the Graduate School of Business 
Administration at Harvard University, is now instructor in busi- 
ness administration in the Business School at Emory University. 


Clark Lee Allen has been appointed an instructor of economics 
at Duke University for 1941-42. 


E. H. Anderson of the faculty of the School of Commerce and 
Business Administration of the University of Alabama has been 
engaged in preparing plans for the University’s part of the federal 
Engineering, Science, and Management Defense Training program. 
Dr. Anderson's work has been primarily in connection with train- 
ing in production management and accounting, including cost 
accounting. Plans have been worked out for training courses in 
most of the important cities of the state which will be carried on in 
cooperation with the industries of each of the different localities. 


Roscoe Arant, formerly associate professor of economics at the 
University of Mississippi, has resigned in order to accept an ap- 
pointment as regional business consultant in the United States 
Department of Commerce. 


J. Cullen Barton and John S. Bickley, instructors in economics at 
the University of Alabama, have resigned. 


D. M. Beights, professor of accounting at the University of 
Florida, taught during the summer session at the University of 
Colorado. 


Robert M. Bell has resigned his position as instructor in econom- 
ics at the University of Tennessee to assume the presidency of 
Johnson Bible College. 


Lee Bidgood, dean of the School of Commerce and Business 
Administration at the University of Alabama, has been reap- 
pointed by Governor Dixon as a member of the State Welfare 
Board. 
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M. L. Black, Jr. of Duke University has accepted a position as 
principal cost accountant in the Office of Price Administration and 
Civilian Supply for the year 1941-42. 


J. Russell Boner, instructor in economics at the University of 
Alabama, has been granted a leave of absence for study at the 
University of Illinois. 


Horace B. Brown, Jr., associate professor of economics at the 
University of Mississippi, has been appointed acting dean of the 
School of Commerce and Business Administration. 


Malcolm H. Bryan was recently promoted to the position of first 
vice-president of the Federal Reserve Bank of Atlanta. 


H. D. Buchanan, professor of economics in the Department of 
Economics and Commerce of the University of North Carolina, has 
been appointed associate managing editor of the Southern Economic 
Journal. 


Edward G. Cale has resigned as associate professor of economics 
at the University of Richmond to join the staff of the Trade Agree- 
ments Division in the Department of State, Washington, D. C. 


Arnold Cameron has resigned from the Department of Business 
Administration at Tennessee Polytechnic Institute to accept a 
position as bank examiner with the Federal Reserve Bank of 
Atlanta. 


C. C. Carpenter of the University of Kentucky has been promoted 
to the rank of professor of economics. He was employed during 
the past summer by the Office of Price Administration and Civilian 
Supply. 

Charles C. Center and Mr. William Hubert Baughn have been 
appointed to positions as instructors in economics at the University 


of Alabama. Mr. Center will handle particularly the courses in 
insurance. 


M. G. de Chazeau of the University of Virginia has been granted 
a leave of absence for the present session in order to serve as price 


expert for the Civilian Supply of Steel under OPACS. 


S. L. Clement of North Carolina State College has been granted 
a year’s leave of absence; he will be engaged in graduate work at 
Harvard University. 
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Almand R. Coleman has been promoted to professor of account- 
ing at Washington and Lee University. 


R. W. Crutchfield has resigned as instructor in accounting at the 
University of North Carolina to continue his graduate work in 
that field at Ohio State University. 


S. R. Diettrich has been promoted to associate professor of 
economic geography at the University of Florida. 


John W. Dietz of the University-ef Florida has been promoted 
to assistant professor of finance (part-time). 


C. H. Donovan has been promoted to associate professor of 
public finance at the University of Florida. 


Edna Douglas has been appointed an instructor of economics in 
the Woman's College of the University of North Carolina. 


J. Wesley Fly of the University of Florida has been promoted to 
assistant professor of accounting. 


G. G. Fullerton, University of Colorado, was visiting professor 
of accounting at the University of Florida during the second term 
of the summer session. 


John L. Fulmer, associate professor of rural economics at the 
University of Virginia, is on leave, serving as First Lieutenant 
assigned to duties as an economist in connection with the adminis- 
trative phases of export control as it relates to the United States 
Army. Dr. Robert E. Graham, Jr., who until recently has been 
an agricultural economist with the Division of Farm Management, 
Bureau of Agricultural Economics, working out of the Atlanta 
office, has been appointed acting associate professor of rural 
economics in Professor Fulmer’s absence. 


Edward E. Garrison, instructor in economics and marketing at 
the University of Tennessee, offered courses in marketing and 
distributive education at the Ohio State University summer school. 


Robert H. Gray, assistant professor of economics and commerce 
at Washington and Lee University, has returned to his teaching 
duties after a year’s leave of absence. 


A. G. Griffin resumed in September the headship of the Depart- 
ment of Economics and Business Administration at Furman Univer- 
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sity after spending two years at the University of North Carolina 
in graduate study and research. 


Albert Griffin, assistant professor of business administration at 
Emory University, is now chairman of the Department of Econom- 
ics at that institution. 


Allen Gruchy, professor of economics at the University of Mary- 
land, taught during the second term of the University of Virginia 
summer school. 


J. B. Hackett of the North Carolina State Employment Service 
has been appointed instructor in business administration in the 
University of North Carolina to give courses in business organiza- 
tion and personnel management during the absence of Dr. G. T. 
Schwenning. 


Earl J. Hamilton of Duke University spent the past summer in 
Lima, Peru, engaged in research. 


M. S. Heath of the University of North Carolina has been re- 
lieved of half his teaching duties for the academic year 1941-42 to 
catry on a research project in southern economic history as a part 
of the program of the Committee for Research in American Eco- 
nomic History. 


Oscar E. Heskin of the University of Florida has been promoted 
to associate professor of economics and marketing. 


Earl Hicks of the Department of Research and Statistics of the 
Federal Reserve Bank of Atlanta has been on leave with the Treas- 
ury Department in Washington. 


Ralph C. Hon of Southwestern taught during the summer session 
at Duke University. 


Calvin B. Hoover, dean of the Graduate School of Duke Uni- 
versity, spent the past summer in Washington serving as economic 
adviser to the Administrator of the Office of Price Administration 
and Civilian Supply. 


M. K. Horne, Jr., of the National Cotton Council, has been 
appointed professor of economics and director of the Bureau of 
Business Research at the University of Mississippi. He retains 
his connection with the Cotton Council, dividing his time between 
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it and the University. He has been appointed correspondent for 
this Journal from Mississippi to take the place of Dr. Roscoe Arant, 
who has resigned. 


H. D. Hotchkiss, assistant professor of business administration 
at The Citadel, is on a year’s leave of absence studying at New 
York University. 


Lindsey R. Jeanblanc, associate professor of business law, who 
was on leave of absence for a year to teach in the University of 
Alabama Law School, returns to his regular duties in the School of 
Commerce and Business Administration. 


H. W. Johnson, formerly of Ohio State University, has been 
made assistant professor of business administration at The Citadel. 


Russell E. Johnson of the staff of the Bureau of Business Research 
of the University of Alabama has been granted a leave of absence 
to study at the University of Minnesota, where he has been ap- 
pointed instructor in economics. 


T. Levron Howard, associate professor of finance at the Univer- 
sity of Tennessee, spent the summer at Madison, Wisconsin, in 
research work. 


A. S. Keister of the Woman's College of the University of North 
Carolina lectured on economics at the Graduate School of Banking 
held at Rutgers University during June, 1941. 


B. F. Lemert of Duke University spent six weeks studying in 
Mexico during the past summer. 


Richard A. Lester of Duke University served as a labor consultant 
in the Office of Production Management during the past summer. 


E. F. MacDonald of the University of Virginia has joined the 
faculty of the University of Richmond for the 1941-42 session. 


Orville J. McDiarmid will begin his work at the College of 
William and Mary this September as an assistant professor of eco- 
nomics. He will be in charge of the work in statistics, corporation 
finance, and investment. 


John B. McFerrin of the University of Florida has been promoted 
to associate professor of economics. 
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Charles F. Marsh, who has been a member of the Department of 
Economics at the College of William and Mary since 1930, will 
begin his work as director of the new Department of Business 
Administration in September. He will continue to teach some 
courses in the Department of Economics. 


James W. Martin, director of the Bureau of Business Research, 
University of Kentucky, supervised during June and part of July 
the installation of an administrative plan for the newly created 
Department of Revenue of the State of Colorado. 


John T. Masten, who has been graduate assistant in the Depart- 
ment of Economics and Commerce in the University of North Caro- 
lina during the past year, has been appointed instructor in eco- 
nomics at DePauw University. 


Frederic Meyers has resigned as instructor of economics in the 
University of North Carolina and has accepted an appointment as 
assistant economist in the Procurement Division of the United 
States Army, with headquarters in Nashville, Tenn. 


Arthur S. Miller has resigned his position in industrial manage- 
ment at North Carolina State College to accept a position as direc- 
tor of personnel with the Wilmington Housing Authority at 
Wilmington, N. C. 


F. Byers Miller of the School of Business Administration at Ohio 
State University has been appointed associate professor of applied 
economics at the University of Richmond. 


Harry V. Mitchell has resigned as lecturer in accounting at the 
University of Alabama to accept a position in the Accounting 
Department of the Gulf States Paper Corporation. Mr. Leon 
James, Jr. has been appointed as an assistant. 


Henry B. Moore of the University of Kentucky was with the 
Bureau of Labor Statistics during the past summer. 


Karl Morrison, assistant professor of secretarial training at the 
University of Mississippi, did graduate study in the summer school 
of the University of Texas. 


Donald F. Mulvihill has been transferred from the Department 
of Business English to the Department of Economics at the Uni- 
versity of Alabama. 
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Harold Murphy, instructor in economics in the Business School 
at Emory University, is at the Graduate School of Business Ad- 
ministration at Harvard University for the current academic year 
doing work under a General Education Board fellowship. 


M. Ogden Phillips has been promoted to professor of economics 
and commerce at Washington and Lee University. 


Earl P. Powers has been promoted to assistant professor of 
accounting at the University of Florida. 


Ralph H. Raper, formerly with the North Carolina Agricultural 
Experiment Station, has been appointed associate agricultural 
economist with the Commodity Credit Corporation. 


W. Harold Read, assistant professor of accounting, has resumed 
his duties at the University of Tennessee after a year of graduate 
study at Northwestern University. 


R. L. Sackett, professor of economics at the University of Mis- 
sissippi, did graduate study in the 1941 summer school of Pennsyl- 
vania State College. 


Charles F. Schwartz has resigned his position as instructor in 
rural economics at the University of Virginia to accept an appoint- 
ment as associate economist in the Income Unit Division of the 
United States Department of Commerce. His position has been 
filled by the appointment of Dr. Edward S. Overman, who formerly 
was a member of the staff of the Bureau of Public Administration, 
University of Virginia. 

G. T. Schwenning, professor of business administration in the 
Department of Economics and Commerce of the University of 
North Carolina, has been granted a leave of absence during 1941-42 
to join the staff of the United States Office of Education in Wash- 
ington as senior specialist for Management Defense Training. 


J. W. Scott resigned as head of the Depart.nent of Economics and 
Business Administration of Alabama Polytechnic Institute, Au- 
burn, Alabama, effective July 1, 1941. Dr. Roger Allen, dean of 
the School of Science and Literature, will be acting head of the 
department until Dr. Scott’s successor is appointed. 


Joseph E. Seibert, formerly lecturer in marketing at North- 
western University and economist for Shaw and Company, is now 
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assistant professor of business administration in the Business School 
at Emory University. 


T. R. Snavely, professor of economics in the University of 
Virginia, served as a public member of the Shoe Industry Com- 
mittee, which met in Washington on August 25, to make recom- 
mendations for a minimum wage rate for the industry under the 
Wage and Hour Law. 


R. L. Stallings, Jr. has been appointed instructor in accounting 
in the University of North Carolina for the academic year 1941-42. 


George T. Starnes, professor of economics in the University of 
Virginia, served as a member of the oral examining boards in con- 
nection with the merit system examinations of the Virginia State 
Department of Public Welfare in June, 1941. 


Thornton Steele, who taught at Furman University last year, 
is now assistant professor of business administration at The Citadel. 


Hubert F. Stepp, who has been a graduate student at the Uni- 
versity of Virginia for the past two years, has been appointed 
acting associate professor of economics and government at Clemson 
College. 


A. G. Taylor and Charles F. Marsh, members of the economics 
faculty of the College of William and Mary, served as members of 
the oral examining boards in connection with the merit system 
examinations for the Virginia State Department of Public Welfare 
in June, 1941. 


Herman P. Thomas, associate professor of economics in the Uni- 
versity of Richmond, has been granted a leave of absence during 
the academic year 1941-42 to accept a grant from the General Edu- 
cation Board to study and do research work in the Graduate School 
of Business Administration of Harvard University. 


Oliver J. Troxell, Jr., who served as graduate assistant in eco- 
nomics at the College of William and Mary during the college 
year 1940-41, has accepted a position with the War Department 
with the rank of chief clerk. 


Wendell P. Trumbull has returned to the University of Missis- 
sippi and has been promoted to assistant professor of accounting. 








284 PERSONNEL NOTES 


He has been on leave for graduate study for two years at the Uni- 
versity of Michigan. 


R. H. Van Voorhis has been appointed instructor of accounting 
at Duke University for 1941-42. 


Walter O. Vogt has been appointed instructor in marketing and 
business administration at the University of Chattanooga. 


Weldon Welfling of Duke University served with the Office of 
Price Administration and Civilian Supply during the past summer. 


Paul F. Wendt, assistant professor of economics at Maryville 
College, served during the summer as technician to the city of 
Maryville Planning Commission. 


H. D. Wolf, professor of economics in the Department of Eco- 
nomics and Commerce of the University of North Carolina, has 
been appointed to a four-year term on the State Unemployment 
Compensation Commission and is serving as a member representing 
the public on the wage board of the textile industry. 


Thomas W. Wood has been appointed associate professor of 
industrial and personnel management at North Carolina State Col- 
lege, University of North Carolina. 


J. R. Ylitalo, instructor in economics in the University of Ala- 
bama, has resigned to accept a position with the Federal Bureau of 
Investigation. 


James R. Young, formerly instructor in business administration 
at the University of Chattanooga, has accepted a teaching position 
at Centre College. 








NOTES 
PROGRAM OF THE SOUTHERN ECONOMIC ASSOCIATION 


FourTEENTH ANNUAL MzgTING, NOVEMBER 14-15, 1941 


Noel Hotel, Nashville, Tennessee 
Friday, November 14 


RgcistraTion, Noel Hotel 


MEETING OF THE Executive Committeg, Noel Hotel, 8:30 a.m. 


Jornt Szssion with the Southern Political Science Association, 
Neely Auditorium, Vanderbilt University, 9:30 a.m. 
Topic—Post-War Objectives 
Chairman—Francis O. Wilcox, University of Louisville 

1. International Political Organization 
Lionel H. Laing, William and Mary College 
2. The International Economic Order 
Calvin B. Hoover, Duke University 
3. The Small Nations—Central and Southeastern Europe as 
a Case Study 
Ervin Hexner, University of North Carolina 
4. The Backward Areas 
Amry Vandenbosch, University of Kentucky 
Discussion opened by Herman Kranold, Talladega College 


Tour of the new Joint Universities Library, 12:00 noon 


Luncuzon, Scarritt College, 1:00 p.m. given by the Economics 
faculties of Peabody College and Vanderbilt University 


Rounp Tastes, Noel Hotel, 2:00 p.m. 
I. Topic—Federal Labor Legislation and the South 
Chairman—Roy L. Garis, Vanderbilt University 
1. Impact of Federal Wage and Hours Legislation upon 
Southern Industry 
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John F. Moloney, National Cottonseed Products, 
Inc. 
2. Federal Labor Legislation and the Negro Worker 
Ira deA. Reid, Atlanta University 
Discussion opened by Clarence E. Bonnett, Tulane Uni- 
versity, and Ralph N. Davis, Tuskegee Institute 
II. Topic—Financial Aspects of Southern Development 
Chairman—James B. Trant, Louisiana State University 
1. Freight Rate Structure and the Regional Distribution 
of Defense Contracts 
Frank L. Barton, Tennessee Valley Authority 
2. Financial and Economic Effects of the Florida Real 
Estate Boom 
Albert Griffin, Emory University 
Discussion opened by James C. Nelson, National 
Resources Planning Board, and John B. McFerrin, 
University of Florida 
Ill. Topic—Teaching Problems 
Chairman—Tipton R. Snavely, University of Virginia 
1. Methods in the Teaching of the Principles of 
Economics 
Gladys Boone, Sweetbriar College 
2. Visual Methods in the Teaching of Marketing 
Malcolm D. Taylor, University of North Carolina 
Discussion opened by J. W. Bell, University of Mississippi, 
and Pearce C. Kelley, University of Arkansas 


Dinner Meetinc of the Board of Editors and the Correspondents 
of the Southern Economic Journal, Noel Hotel, 6:00 p.m. 


Jomnt Session with the Southern Political Science Association, 
Presidential Addresses, Ball Room, Maxwell House Hotel, 8 p.m. 
Chairman—Chancellor O. C. Carmichael, Vanderbilt University 

1. The South in a War Economy 
Ralph C. Hon, Southwestern College, President of the 
Southern Economic Association 
2. The Coming World Order 
D. F. Fleming, Vanderbilt University, President of the 
Southern Political Science Association 
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Saturday, November 15 


Business Session, Noel Hotel, 9:00 a.m. 


Rounp Tastes, Noel Hotel, 10:00 a.m. 
I. Topic—Public Finance and the Community 
Chairman—Samuel N. Derrick, University of South Carolina 
1. T. V. A. Payments in Lieu of Taxes 
Hershal Macon, Tennessee Valley Authority 
2. Effect of State and Local Governmental Expenditures 
upon Local Income 
B. U. Ratchford, Duke University 
Discussion opened by M. R. Sullivan, University of 
Kentucky, and W. M. Adamson, University of Alabama 
Il. Topic—The Industrial Development of the South 
Chairman—Edward Wiest, University of Kentucky 
1. A Comparison of State Industrial Programs 
Paul Barnett, University of Tennessee 
2. The Structure of Southern Manufacturing Industry 
M. S. Heath, University of North Carolina 
Discussion opened by Marian D. Irish, Florida State 
College for Women, and Boyce F. Martin, Emory Uni- 
versity 
Ill. Topic—Business Cycle Theory 
Chairman—Paul F. Wendt, Maryville College 
1. The Purgative Theory of Business Cycles Reconsidered 
Harlan L. McCracken, Louisiana State University 
2. Replacement Waves in Business Cycle Theory 
David M. Wright, University of Virginia 
Discussion opened by A. G. Gruchy, University of Mary- 
land, and R. S. Winslow, University of North 
Carolina 
University of Kentucky Epcar Z. PALMER 
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